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+. Economical Management 











4. Sound Investment Policy 


The Four Cornerstones of Mill Mutual 
Savings to Policyholders! 


MILL MUTUALS 


ARE MUTUAL FIRE INSURANCE CARRIERS 


























Millers Mutual Fire Insurance Co.........................Harrisburg, Pa. 


Millers Mutual Fire Insurance Co.......................-Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co................. Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......................Alton, TIL 


....Indianapolis, Ind. 


stern Millers Mutual Fire Insurance Co.................Kansas City, Mo. 


Retailers Mutual Insurance Co.......................Chieago, Il. 
Michigan Millers Mutual Fire Insurance Co..................Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co....................Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 


400 W. Madison St., Chicago, Il. 


ation maintained by the Mill Mutuals. 
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THIS I$ PART OF YOUR PAY CHECK 


That gun’s making things pretty hot for the Axis 


It came from the pay check and pay 
envelopes of people like you. It was 
bought with the money you lent your 
Government in regular installments from 
your pay. 

But hold on now—Maybe it’s not your 
gun! Maybe you aren’t setting aside at 
least 10 percent of your salary for War 
Bonds! 


There are still some people who 
aren’t; not many, but maybe you’re one 
of them. If you are one, we’re sure it’s 
not for want of patriotism, but because 


SAVE WITH U.S. WAR BONDS 


EVERYBODY...EVERY PAYDAY... 











you haven’t gotten around to it. 


Tell your boss today you want to help 
win the war by joining the Pay-Roll 
Savings Plan. Tell him you want to 
save at least 10 percent of every pay 
check by putting it into Wat Bonds. 


You can’t make a better investment. 
You'll be buying the weapons that insure 
a future of freedom, peace, and plenty 
s.. and you'll be getting back $4 for 
every $3 you save. 


MAKES SENSE, DOESN’T IT? THEN 
START TODAY! 


AT LEAST 10% 
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This advertisement is a contribution to America’s all-out war effort by 
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ROBERT E. DINEEN 


Superintendent of Insurance 


STATE OF NEW YORK 


HE long delayed appointment of a Superintendent in the State of New York 

has resulted happily in the naming of Robert E. Dineen of Syracuse for this 
high position. Mr. Dineen comes from the legal field in which he has been en- 
gaged for seventeen years, dealing mostly with insurance cases. His well recog- 
nized general ability and his experience in the practical side of insurance should 
combine to make his administration one of impartial well-considered judgments. 
Aside from that his poise in handling public matters will be a valuable asset in 
his contacts with the insurance fraternity. 
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THE BAILEY-VAN NUYS BILL 


HE biggest thing in the insur- 

ance world at the moment, and 

some say the biggest thing of 
the century, is the turmoil revolving 
around Senate Bill 1362 which has 
been introduced into Congress for 
the purpose of removing insurance 
from the provisions of the Sherman 
Antitrust Act and the Clayton Act. 
This measure was prepared by the 
National Board of Fire Underwrit- 
ers and put before the Senate for 
consideration by Senators Bailey and 


Van Nuys. 


The bill is replete with Whereas 
clauses to the effect that “it has not 
been, nor is it now, the intent or the 
desire df Congress to invade the 
rights of the states or to assume to 
itself functions which have long been 
accepted as best performed by the 
states ;” and coming out in the last 
paragraph with an enacting clause 
reading in essence, “that nothing con- 
tained in the Act of July 2nd, 1890, 
as amended, known as the Sherman 
Act or the Act of October 15, 1914, 
as amended, known as the Clayton 
Act, shall be construed to apply to 
the business of insurance or to acts 
in the conduct of that business or in 
any wise to impair the regulation of 
that business by the several states.” 

Senator Josiah W. Bailey, the sen- 
ator from North Carolina, in pre- 
senting the bill to a subcommittee of 
the Judiciary Committee reviewed 
the purposes of the legislation which 
he said was because: 

“The United States Department of 
Justice has .instituted certain prosecu- 
tions, under the said acts, of fire insur- 
ance companies and persons and associa- 
tions contending that fire insurance is 
‘commerce among the states’ and falls 
within the regulatory power of the Con- 
gress, including the antitrust legislation. 
This suggests the timeliness of legisla- 


tion to prevent the taking over of the 
regulation and supervision of our far- 
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reaching fire insurance structure by the 
Federal government and thereby further 
centralizing our government and taking 
from the several states a function which 
they have satisfactorily performed and 
which they are far more qualified to per- 
form than the Federal government, and 
striking down the system they have cre- 
ated.” 


From this he went on to develop 
that the real issue was to define the 
exclusive rights of states to regulate 
insurance as against the Federal gov- 
ernment taking over that function. 
He referred to the Atlanta case now 
up before the Supreme Court of the 
United States and declared “if upon 
appeal this judgment should be re- 
versed, and fire insurance should, for 
the first time in our history, be held 
to be commerce among the states, as 
sought by the Department of Justice, 
the Federal government would be in 
a position at once to take over the 
control and regulation of practically 
the whole vast structure of our fire 
insurance business.” To prevent this 
happening he contended that “legis- 
lation is, therefore, necessary, and it 
is necessary now.” ; 


From there he proceeded at con- 
siderable length citing what was in 
his mind evidence that Congress and 
the courts and the platforms of the 
Republican and Democratic parties 
had repeatedly upheld the states rights 
doctrine in the handling of insurance 
regulation. He called attention to 
the rating bureaus in the several 
states and said that this necessary 
part of the structure of insurance 
must be maintained or chaos would 
result. 

ee @ @ 


T a subsequent hearing Attorney 
General Francis Biddle strong- 

ly attacked the Bailey-Van Nuys bill 
as an attempt to oust the Supreme 





4—November, 1943 


Court from the consideration of an 
important case. He said: 

“The proposed legislation is directed spe- 
cifically toward ousting the Supreme Court 
from jurisdiction to entertain the pending 
appeal in the case of United States v. 
South-Eastern Underwriters Association. 

“Nevertheless, the pending bills are not 
limited to fire insurance but cover all in- 
surance including, of course, life, casualty 
and marine, and would thus grant total im- 
munity to all insurance companies with re- 
spect to practices intended to eliminate 
competition or create monopoly. 

“Passage of this bill would have drastic 
and far-reaching effects extending much be- 
yond the immediate objective at which it 
is aimed. It would establish a dangerous 
precedent under which other groups of 
special interests might apply for and re- 
ceive immunity from the antitrust laws; 
thus by a process of attrition, whittling 
away the gains made toward preserving and 
strengthening the American system of free 
enterprise. 

“It is significant that the bill embraces 
the Clayton Act as well as the Sherman 
Act. By its terms it would repeal, insofar 
as insurance companies of all kinds are con- 
cerned, Section 7, prohibiting the acquisi- 
tion by a corporation of the stock of an- 
other, where both are engaged in interstate 
commerce and where the effect of such ac- 
quisition may be substantially to lessen 
competition between them or to tend to 
create a monopoly. It would also repeal 
the provisions of the same Section which 
forbid a person to be a director at the same 
time in any two or more corporations, any 
one of which has capital, surplus, and un- 
divided profits, aggregating a million dol- 
lars or more, and engaged in whole or in 
— in interstate commerce. 

“Although apparently an attempt to state 
the will of Congress in simple and direct 
terms, this Bill has ramifications which do 
not appear anywhere on its face. Included 
in the preamble under the guise of ‘whereas’ 
clauses, are many conceptions, fallacious in 
law and in fact.” 

He went into the background of 
the pending legislation, disclosing 
that Attorney General McKittrick of 
the State of Missouri had first called 
attention of the Department of Jus- 
tice to certain undesirable conditions 
existing in the capital stock fire in- 
surance field, involving at one point 
a well - substantiated payment of 
$400,000 to a Missouri politician, an 
agent and an official for favors to be 
rendered blocking the return of a 
number of million dollars to policy- 
holders. 

Acting on information gained he 
directed an examination of the legal 
authorities to determine whether in- 
surance companies were subject to 
the Sherman Act. 

The upshot of this was that over 
a hundred stock company associa- 
tions, groups and individuals were in- 
dicted and arguments on the case be- 
gan in Atlanta, Georgia. 

Attorney General Biddle then 
stated : 

“A demurrer to the indictment was inter- 
posed by the defendants and argued on May 
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25, 1943. On August 5th the District 
Court sustained the demurrer holding on 
the authority of Paul v. Virginia and sub- 
sequent cases, that insurance was not com- 
merce and, therefore, was not subject to 
prosecution under the Sherman Act. An 
appeal was taken directly to the Supreme 
Court under the Criminal Appeals Act, 
since the determination of the lower court 
involved the construction of the Sherman 
Act. This appeal is now pending and it 
is expected that the case will be argued 
in the near future. 

“Our investigation has been confined to 
practices engaged in by stock fire insurance 
companies, but there can be no doubt of 
the existence of widespread abuses which 
violate the Sherman Act. The stock fire 
insurance companies, with the exception of 
a few independents, have concertedly set 
up a vast network of trade associations and 
bureaus through which premium rates are 
established and enforced. This hierarchy 
of organizations numbers over one thou- 
sand and includes local agents associations 
in virtually every city and town which bind 
their members to observe the rates and reg- 
ulations established by the company-oper- 
ated bureaus. At the top of this pyramid 
is the Insurance Executives Association 
which exercises general supervision and 
control, having been organized to unify 
the action of the four major regional or- 
ganizations. These are the Eastern Un- 
derwriters Association, the South-Eastern 
Underwriters Association, the Western 
Underwriters Association, and the Pacific 
Board of Fire Underwriters. In the rules 
of each of these organizations is found a 
provision that the members will maintain 
the rates fixed and approved by the rating 
bureau or organization in that State. Daily 
reports, which are executed by local agents, 
describing the rates or amount of pre- 
mium, must pass through local audit bu- 
reaus established in each State under the 
jurisdiction of the regional associations. 
This scheme was devised so that the vari- 
ous associations might have a clear check 
on all members to insure their observing 
the fixed rates. Deviations from these 
rates subject both the company and _ the 
agent to penalties, including expulsion in 
aggravated instances. ‘Thus, through the 
media of these associations and bureaus 
rates, which are in many cases, excessive, 
arbitrary and discriminatory are fixed and 
enforced and a ruthless program of monop- 
olistic activities carried dn.” 


R. BIDDLE cited an article by 

William S. Crawford, Insur- 
ance Editor of the New York Jour- 
nal of Commerce writing in that 
paper on January 7, 1942, in which 
he said: 

“The present inflexible rates, based 
upon physial hazards alone are working 
an injustice to the citizens of communi- 
ties with very good fire records. They 


are unfair to agents in such communi- 
ties.” 


Mr. Biddle continued: 


“According to Best’s Insurance Reports, 
the standard statistical service in this field, 
the stock fire insurance companies annually 
collect premiums of approximately one bil- 
lion dollars, about 40 per cent of which is 
used to pay losses while the remaining 60 
per cent goes for expenses and profits. The 
dividends paid to stockholders average 
about one-third of the losses paid to policy- 
holders. 


“In addition to the control of insurance 
by rating bureaus, there is a definite con- 
centration of business and control in a few 
large stock fire companies which dominate 
the industry. Best’s Reports show that of 
348 stock fire and marine insurance com- 
panies which collected 913 million dollars 
in 1941, 20 of the largest groups or fleets 
collected premiums of 655 million dollars, 
or about 72% of the total. The 10 largest 
collected 51% and the 5 largest 32.3% in 
that year. 


“The profits of the fire insurance com- 
panies, as reported to the States, are de- 
ceptive because they do not reflect the true 
earnings of the underwriting departments 
as distinct from those derived from invest- 
ments. In 1941, for example, the 10 largest 
stock fire insurance companies reported to 
the States an aggregate ‘Statutory under- 
writing profit’ of about $2,500,000. Actually 
according to Best’s Insurance Reports, the 
earnings on underwriting of these companies 
was approximately 19 million dollars, near- 
ly 8 times the profits which they reported 
to the States. 

“The principal instruments utilized to 
compel adherence to private rate-fixing 
agreements are reinsurance and ‘separa- 
tion’. The former is used to coerce the 
companies directly, the latter to coerce their 
agents, and through them the companies 
themselves. Simply stated ‘separation’ is 
a form of discipline. It means that if an 
agent for one or more board companies 
undertakes the representation either of an 
independent stock company or of a mutual 
company, all the board companies acting 
together immediately withdraw their busi- 
ness from his office. 

“The heavy club used by the board com- 
panies to police their rating agreements 
and to obtain the adherence of competitors 
to such agreements is reinsurance. The 
essential of fire insurance is uniform dis- 
tribution of liability and the most effective 
and popular instrument through which 
such distribution is obtained is that of re- 
insurance. The four great regional rate- 
fixing associations do not overlook this 
point. Their rules prohibit a member com- 
pany from reinsuring the business of a non- 
member company. Thus, adherence to fixed 
rates and charges is assured.” 

The Attorney General then went on 
to declare that it is contended by the 
proponents of the bill that the Fed- 
eral antitrust laws are repugnant to 
state control of insurance, and that 
application of the Federal antitrust 
laws to insurance would nullify state 
regulation and create chaos in the 
business. These contentions arise he 
said, from a misconception of both 
the law and the facts. Then he con- 
tinued : 

“T suggest that this misconception is a 
deliberate creation of the insurance com- 
panies to confuse the issues and mask the 
real effect of this bill, which is to place the 
private empire of the insurance companies 
beyond the reach of effective governmental 
control. 

“The Supreme Court, in a long line of 
cases has consistently held that there is no 
basic inconsistency between the existence 
of a. Federal power and the exercise of 
State regulatory power, unless Congress 
has preempted the field by specific regu- 
latory legislation. The National Board of 
Fire Underwriters in its statement support- 
ing this bill, admits that ‘the Federal anti- 
trust laws are in no sense regulatory laws.’ 
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All of the so-called ‘insurance cases’ in- 
volve State legislation. The fact that such 
legislation has been upheld does not pre- 
clude Federal jurisdiction. Such cases, in- 
volving the validity of state as distinct from 
Federal control, must be read in the light 
of the accepted doctrine that a state may 
tax and regulate activities which Congress 
has not regulated, and which it might con- 
stitutionally regulate if it should see fit to 
do so. That the power of Congress to reg- 
ulate and the power of the state to tax or 
regulate are not mutually exclusive. has 
been repeatedly affirmed by the Supreme 
Court.” 
a * * 

NUMBER of cases were then 
f \ cited in support of his conten- 
tion including Parker v. Brown, 317 
U.S. 431 which involves the validity 
of the California State Raisin Pro- 
Rating Program which was claimed 
to conflict with the Sherman Act and 
the Commerce Clause. In rejecting 
this contention the Court said: 


“We may assume for present purposes 
that the California prorate program would 
violate the Sherman Act if it were organ- 
ized and made effective solely by virtue of 
a contract, combination or conspiracy of 
private persons, individual or corporate. 
We may assume also, without deciding, 
that Congress could, in the exercise of its 
commerce power, prohibit a state from 
maintaining a stabilization program like 
the present because of its effect on inter- 
state commerce. 

“But it is plain that the prorate program 
here was never intended to operate by force 
of individual agreement or combination. It 
derived its authority and its efficacy from 
the legislative command of the state and 
was not intended to operate or become 
effective without that command. We find 
nothing in the language of the Sherman 
Act or in its history which suggests that 
its purpose was to restrain a state or its 
officers or agents from activities directed 
by its legislature. * * * Here the state 
command to the Commission and to the 
program committee of the California Pro- 
rate Act is not rendered unlawful by the 
Sherman Act since, in view of the latter’s 
words and history, it must be taken to be 
a prohibition of individual and not state 


action.” ; 
Mr. Biddle then went into the 


structure of the regulatory features 
of state control with especial refer- 
ence to rating bureaus and came to 
the conclusion that: 


“State regulation of rates, where it ex- 
ists, has much the same objective as the 
Sherman Act. But such local regulation, 
while salutary as far as it goes, is power- 
less to deal effectively with restraints of 
trade in operations concerning more than 
one state and in interstate commerce. 

“Since 90% of fire insurance companies 
are engaged in conducting an interstate 
business and the States are plainly without 
power to reach those activities which ex- 
tend beyond State lines, the passage of 
this proposed legislation would create a 
no-man’s-land in which neither State nor 
Federal government could function. 

“Thus, it becomes patent that the claim 
of interference with the prerogatives of the 
States is no more than a cloak surrounding 
the real purpose of the proposed legislation, 
and that such legislation would only aid in 

(Continued on page 21) 
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GARRISON TAKES HELM 
IN CALIFORNIA 


W: like the forthright way in 
which Commissioner Garrison 
has begun his career as head of the 
California Insurance Department. 
His talk to a large section of the in- 
surance fraternity in San Francisco 
revealed a vigorous personality and a 
desire to administer the work of his 
office with sympathy for the problems 
of the companies, but with insistence 
that the laws of the State must be 
strictly obeyed. 

In his outline of the case for state 
supervision he said in part: 

“First, there are those who want 
the Federal Government to directly 
and openly go into the insurance 
business. This program already has 
been acted upon in some fields and 
two bills now pending in Congress 
are illustrative. 

“Second, there are those who fa- 
vor the replacing of private insurance 
protection through a gradual expand- 
ing program of social security legis- 
lation. 

“And third, there are those who 
would approach the same objectives 
by the more subtle, but equal effec- 
tive method of taking over from the 
states the right to control and regu- 
late the business of insurance. 

“In the first group will be found 
those determined but unsound indi- 


viduals who, while not admitting 
their communistic and __ socialistic 
leanings, are, nevertheless, very 


frank and loud in their advocacy of 
certain radical steps. These, if taken, 
would revolutionize our form of gov- 
ernment. 

“In the second group will be found 
those who, for one reason or another, 
have come to the opinion, sometimes 
even honestly, that our Government 
is some kind of an all-wise benefi- 
cent patron from which nothing but 
good can come, and that the more 
control Government exercises over 
our lives and property, the greater 
will be our prosperity. 

“In the third group will be found 
some of those who fully endorse the 
objectives of the first two groups, but 
who consider their method a_ better 
strategy to accomplish them. But in 
this third group advocating Federal 
control and regulation will also be 
found some who would declare their 
desire to preserve insurance as a pri- 
vate enterprise and who would argue 
that Federal regulation would be 
more efficient. Opposition to this 
viewpoint must be based not alone on 
a campaign of education, but also 
upon an achieved justification of the 
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ability of the insurance business to 
regulate itself.” 

Yet, showing his knowledge of 
practical affairs, he called attention to 
the necessity of insurance keeping its 
record clean as the best defense 
against encroachment on the preroga- 
tives of state regulation. He de- 
clared: 

“Whether or not the business shall 
continue to be conducted as a private 
enterprise will depend upon the fore- 
sightedness of those charged with its 
conduct and their ability to keep 
abreast of the social advancement 
being made by society in its other 
activities. 

“It will be my responsibility in the 
future to help protect your business 
against these unwarranted attacks. 
That help will come to you by a pro- 
gram of strict enforcement of the 
state regulations. For my part, | 
propose that the laws of this State 
shall be administered not only fairly 
and impartially, but at the same time 
strictly and completely. Were this 
not done, it would mean a betrayal 
not only of the obligation to the pub- 
lic, but to the ideal of private enter- 
prise. Only through private enter- 
prise can we save our democratic way 
of life.” 

Commissioner Garrison was _ re- 
ceived enthusiastically by all sections 
of the California insurance world. 
His demonstrated ability as a public 
speaker, together with his education 
and business background and genial 
personality will undoubtedly carry 
him far in a successful career, both as 
a state administrator and in the coun- 
cils of the National Association of 
Insurance Commissioners. 


U. AND O. DELUXE 
EPARTING for one issue at 
least from our policy of print- 

ing articles of medium length, we are 
presenting in this number a compre- 
hensive discussion.of the U. and O. 
principle of insurance. The author 
takes distinctly the insurance buyer’s 
viewpoint and we think this is good 
tonic for insurance company men. It 
may be medicine when first tasted, 
but the results may likewise be bene- 
ficial. 

Mr. P. D. Betterley, who wrote 
the article, is known as a vigorous 
thinker on insurance subjects and in 
this piece he lets himself go in a way 
which agents and underwriters can- 
not fail to find interesting and in- 
structive. For, in the suggestions 
made, one may discern in good mea- 
sure what the more intelligent among 
users of insurance in the large brack- 

(Continued on page 20) 
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Insurance to Safeguard Earnings 


Need of the Industrial World to Expand the Conception of 
‘“‘Use and Occupancy’? to Much Wider Limits Than Now 


BY P. D. BETTERLEY 


ConsuLTANT FOR INSURANCE BuyeERs 


RE earnings fully protected 
against insurable perils and 
in a logical manner? Imme- 

diately one’s thoughts turn to Use 
and Occupancy Insurance, but there 
are other applications of coverage, 
many complications, and much mis- 
understanding of the general subject. 

During a conversation with one 
insurance broker, he ventured the 
remark that he had never made a 
study of Use and Occupancy insur- 
ance, because it was so complicated! 
Quite apart from any opportunities 
he missed to increase his income 
through the sale of that coverage, he 
was unwittingly exposing his clients 
to unprotected risks. Discovering 
that a firm needed business interrup- 
tion insurance led to the above ad- 
mission of the broker, who was, by 
the way, considered quite up-to-date 
in his community of 200,000 people. 

In another instance the vice-presi- 
dent of a large steel mill, whose at- 
tention was called to the lack of Use 
and Occupancy coverage on _ his 
plant, made the statement that it was 
formerly carried, but had _ been 
dropped when the firm failed to make 
a profit! He too was causing an ex- 
posure of earnings and capital funds, 
because he did not understand the 
function of business interruption in- 
surance. And that was not all—a 
most interesting aftermath which can- 
not be revealed in this article! 

An underwriting company official, 
an authority on Use and Occupancy 
insurance made this remark to me 
sometime ago: “What must you fel- 
lows on the outside think of those in 
the insurance business who cannot 
agree among themselves as to this 
coverage?” Progress has been made 
since then, but we are far from an 
idealistic or practical objective, judg- 
ing from recent events, especially the 
move pertaining to extension of bene- 
fits under war conditions. 


Policy forms and procedure under 
Business Interruption Insurance have 
not been stabilized, but more about 
that later on in this commentary. 
When the writer was assigned to ad- 
dress a group on the subject of U 
and O insurance, he was asked to re- 
frain from reference to a price differ- 
ential between two geographical sec- 
tions! On another occasion my per- 
mission was sought for nomination 
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Christmas shopping at State and Madison in Chicago. Each individual represents profit 
which would be lost if fire should strike at the wrong moment. 


as a member of a U and O loss arbi- 
tration committee where the claim- 
ant asked for $119,000 and the insur- 
ers believed their offer of $12,000 
was high. An insured was found to 
be carrying $400,000 coverage and 
on analysis it was agreed by the presi- 
dent of the firm, an officer of the in- 
surance company, and an unbiased in- 
vestigator that $50,000 would be the 
probable limit of loss, Such varied 
conditions indicate that there are 
problems regarding forms, prices, 
and values. 

During an American Management 
Association Insurance Conference, 
there was an animated discussion of 
U and O coverage. For sometime, 
buyers, brokers, underwriting men 
and adjusters argued about this sub- 
ject, getting nowhere fast. After 
listening patiently we made the com- 
ment with mixed facetiousness and 
concern, that apparently much U and 
O insurance was bought under which 
there could be no collection. 


Judging from the foregoing and 
numerous other incidents we might 
cite, Business Interruption Insurance 
is really complicated! And, if those 
directly identified with the insurance 
business, as well as experienced buy- 
ers, find it difficult to master, what 


chance has the average person need- 
ing this coverage with little time for 
study, of obtaining adequate protec- 
tion? The subject is intriguing and 
susceptible to much difference of 
opinion. It is said that nothing 
worthwhile can be accomplished with- 
out opposition, and if this is true, 
then business interruption insurance 
is destined to become an outstanding 
type of protection. 


The Need for Earnings Insurance 


While “polls” do not always give 
us a true perspective, they may reveal 
a trend and a need for action. Some 
years ago a survey of insurance in 
a city of 25,000 is said to have estab- 
lished the fact that under 40% of 
the merchants and manufacturers in- 
terviewed had been told about Use 
and Occupancy insurance. Less than 
10% had such protection Any one 
with experience in the business world 


and fairly familiar with insurance - 


knows that not every firm needs 
Business Interruption coverage, but 
it is obvious that more than 10% in 
any group are exposed to the hazard 
of interrupted earnings by perils 
which can be insured. 


The majority of large sized. cor- 
porations carry some form of protec- 
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tion of this nature, but the number 
remaining who have neglected it at 
some period or other, is astonishing. 
We repeat an assertion made by us 
on many occasions that this insur- 
ance is not being utilized to its full- 
est extent. And, how about coverage 
for loss of earnings not classed as 
Use and Occupancy risks? 

In order to stimulate our thinking 
along specific lines, let us first con- 
sider the broader elements. We ven- 
ture to say that any mention of Use 
and Occupancy Insurance, Business 
Interruption Insurance or Earnings 
Insurance generates one main thought 
—that it has reference to and covers 
loss of net profits when a producing 
factory is damaged by fire! That is 
one prominent reason why the cov- 
erage had not been used extensively. 
The use of the title “Business Inter- 
ruption Insurance” helps to broaden 
the view and comprehension of the 
uninformed as well as more adequate- 
ly describe the coverage, but perhaps 
a still better grasp of the general sub- 
ject will be attained if we basically 
think of the hazard in broader terms 
as “Loss of Earnings”. 

Under this latter heading we could 
include the following groups of risks 
to which the average firm or individ- 
ual in business is subject: 


Accident and disease. 

Death of key producers. 
Enforced retirement. 

Economic unemployment. 

Loss of anticipated business due 
to patent infringements and con- 
tract violations. 

Loss of rent and leasehold values. 
Loss of profits due to destruction 
of manufactured goods. 

8. Interruption of production on ac- 
count of various casualties, in- 
cluding breakdown of power and 
other equipment. 

Extra Expenses as a consequence 
of interruption. 
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Great strides have been made in 
recent years in taking care of the first 
four risks named, by voluntary plans 
and under government requirements. 
The risks are apparently quite well 
understood by employers and their 
participation in protective measures 
more or less taken for granted, there- 
fore, no attempt will be made to dis- 
cuss the details pertaining thereto in 
this article, but the absence of such 
comments does not mean full ap- 
proval of the methods pursued. 


Infringement Risks 
HE loss of business due to vio- 
lations of various types of agree- 
ments and patent rights is not a com- 
mon risk for all firms or owners, yet 
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may be serious for those involved. 
When the subject was introduced at 
an American Management Associa- 
tion Insurance Conference some years 
ago, there was no extensive discus- 
sion, mainly because it was a new 
subject. Not long afterward one 
underwriting company provided for 
patent infringement policies, but little 
is heard of this insurance, doubtless 
obscured by infrequency of loss. A 
suggestion would seem to be in or- 
der, that business firms analyze the 
contingencies along these lines. 


Rent and Leasehold Values 

Owners of rentable property 
should not overlook possible losses 
from insurable perils. Perhaps the 
helief prevails that owners of multi- 
ple occupancy properties, such as 
office buildings, those used for small 
manufacturing businesses, and apart- 
ment houses are the only logical 
prospects for Rental Insurance. Ac- 
tually there are many very valuable 
properties, both land and buildings, 
not occupied by those who own them, 
therefore the owners need this type 
of interruption insurance. 

Wherever there is a rental income 
risk there is also a possible leasehold 
value risk to be insured, the holder 
of the lease needing insurance if the 
terms of his lease are favorable. In 
other words, if he was forced to va- 
cate because of an insurable casualty 
and must pay more for similar prem- 
ises elsewhere, he suffers loss of 
earnings represented by the differ- 
ence in cost. The longer the lease 


Photo by Acme 
U. & O. coverage is a must item in plants where efficiency of assembly line construction 
depends on continuous operation. 


November, 1943—7 


has to run the greater is the amount 
involved. During a prolonged eco- 
nomic depression there are many 
more rentable properties therefore 
less rental value, owing to abandon- 
ment of manufacturing operations, 
especially following a major war. If 
leases are written for a long term, 
which may overlap into a period of 
resumed business activity, there is 
likely to be a substantial increment 
of values requiring an increase in the 
amount of insurance. 


Profits on Finished Goods 


Loss of profits on manufactured 
goods makes a guessing game of in- 
surance—is it an insurable loss or 


not? If insurable, who needs insur- 
ance? Is it a property or income 
loss? Ignorance on the subject is 


not confined to buyers, for one in- 
surance counsellor publicly stated a 
fire policy on merchandise did not re- 
quire a special market value clause, 
because the so-called manufacturer’s 
profit could be collected under the 
insured’s Use and Occupancy policy! 
In a broad sense it is an insurable 
risk, but the number who should in- 
sure, the extent of risk and how to 
cover is a subject of considerable 
study in each individual case. 

Let us consider possible circum- 
stances with recognition of the prin- 
ciple that one should not profit by in- 
surance, yet should be entitled to 
coverage if he faces an insurable 
peril. Often the retailer is consid- 
ered the only one needing profits in- 
surance, and he should be entitled to 
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insure profits, if there is danger of 
losing them. The manufacturer’s 
merchandise values are a part of his 
total at risk, so why not let him in- 
sure the whole under one property 
policy? Apparently, a retailer needs 
Business Interruption Insurance, for 
a casualty inside or outside could pro- 
hibit use of the premises. A mer- 
chant who does need Profits Insur- 
ance as such, is the one selling on 
commission and is not owner of the 
goods he sells. 


Basically, it would seem that the 
need for profits coverage depends 
upon ability to replace the damaged 
goods. If the manufacturer’s pro- 
duction equipment is destroyed by the 
same casualty through which he lost 
his finished goods, he may suffer loss 
of sales profits, because (1) the goods 
may have been prepared for a season- 
al demand which has ceased by the 
time the plant is back in production ; 
(2) they may have been made for an 
emergency without need of replace- 
ment after the incident passes; (3) 
even without an emergency there may 
be a time limit contract, prohibiting 
deferred delivery; (4) some goods 
require a period of seasoning; (5) 
raw materials, processed goods from 
other plants, machinery, etc., may not 
be available within the time required 
to produce finished goods for cus- 
tomers’ needs, and (6) there could 
be time restrictions in the insured’s 
susiness Interruption policies, inter- 
ferring with production and sales de- 
liveries. 


In passing, it should be pointed out 
that practically all Business Interrup- 
tion policies for manufacturers ex- 
clude finished goods, which is correct 
as to intent, but it should be clearly 
set forth in the contract that any 
goods which at a given stage of man- 
ufacture may be sold as a finished ar- 
ticle are to be considered as “goods 
in process” when essential to the pro- 
ducer’s ultimate needs. 


The merchant’s replacements may 
also be affected by unavailability of 
supplies or deferred receipt of them, 
thereby losing seasonal trade. 


This matter of replacement is an 
important factor in determining how 
much profits insurance to carry. If 
the manufacturers are working at ca- 
pacity, having no reserve inventories, 
they may not be able to replace goods 
for their own stock or for the retail- 
ers, therefore, there is need for full 
value coverage by both producer and 
seller. It is quite possible that cer- 


tain items of stock are available and 
others not at all, consequently insur- 
ance needs are modified as compared 
to the preceding case. 
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Obviously all the foregoing re- 
quirements are affected by the extent 
of recovery under property loss poli- 
cies. Some underwriters have said 
that a manufacturer should not be 
permitted to collect selling price val- 
ues under property loss policies, for 
that would be profits insurance. How- 
ever, if he can show that he is ex- 
posed to loss he ought to be privileged 
to insure it under his property in- 
surance, such as fire, rather than to 
complicate matters by use of a sepa- 
rate profits policy. 

Undoubtedly, there is some in- 
crease in the so-called “moral haz- 
ard” in insuring finished goods when 
all policyholders are considered, but 
is it just to group the highest type 
insured with the substandard when 
making up rates or policies? Why 
not let each stand on its own! Most 
manufacturing firms with a relatively 
small portion of total property at risk 
consisting of finished merchandise, 
would not expose an entire plant for 
the sake of collecting insurance on 
such stock. When there is much fin- 
ished merchandise in separate ware- 
houses of a plant, it is presumed that 
the rating of those buildings and con- 
tents would take into consideration 
all risks in connection therewith, in- 
cluding any moral hazard. 


Interruption of Production 

HE loss of earning power by in- 

terrupted production is potent! 
It is more so today when the accum- 
ulation of substantial cash reserves 
and manufacturing facilities for con- 
tingencies is made quite difficult by 
virtue of war conditions, taxation, 
and the narrowed margin of profits 
in business. Because of its impor- 
tance, current interest, and varied 
treatment, the major portion of this 
article will be devoted to the forms 
and methods of insuring against in- 
terrupted production. Interruption 
insurance is needed to help maintain 
business earnings to the same degree 
as though no casualty had occurred, 
to furnish a reasonable guarantee of 
interest return on invested capital. 
Those extending credit, holders of 
mortgages, and trustees may well 
consider the application of Business 
Interruption Insurance to _ protect 
their interests. 

We understand that bankers occa- 
sionally require Use and Occupancy 
insurance, but we do not understand 
that it is required to protect against 
hazards other than fire. Loans may 
be made to establish and maintain 
activities of various characters, and 
in many instances the security for the 
loan may be seriously impaired by 


other casualties. The greater the 
credit extended the more important 
is insurance to protect it. Extended 
sales credit may be more firmly se- 
cured by Use and Occupancy insur- 
ance. Doubtless it would be too ex- 
pensive and impractical to ask that 
this be universal, but each credit offi- 
cial probably has some unusual cus- 
tomers who need such protection. 


Many contingencies can _ arise 
which may cause serious loss and one 
should not be misguided into a feel- 
ing of immunity, nor fail to consider 
there is possible need for coverage 
even when casualties are infrequent. 
In fact the infrequent accident is 
often more disastrous because it was 
not anticipated, no preparation being 
made to prevent it or mitigate its re- 
sults. This is especially true in con- 
nection with breakdown of equipment 
as was well illustrated when a fan 
blade in a heater stack became de- 
tached because of excessive heat. The 
blade was forced out of the stack, 
and landing on adjoining building, 
set fire to it. Naturally the secondary 
loss by fire was taken care of by the 
regular fire and use and occupancy 
insurance, but considerable delay was 
experienced in getting the power unit 
into operation. 


It would be exceedingly difficult 
for anyone to anticipate such an 
event and it demonstrates the need 
of careful analysis of conditions. It 
also points to the need of compre- 
hensive Business Interruption cov- 
erage, broader than is now available. 


The mistake is often made of fol- 
lowing fire insurance procedure which 
may leave an open gap. To illustrate: 
A plant was divided into two sections 
by a river, but the facilities of each 
were essential to the other with track- 
age between the two. A concrete 
bridge spanning the river was prop- 
erly excluded from the fire policy 
description of insured property, be- 
cause there was no combustible mate- 
rial in or near it. In extending the 
contract to include strikes, riots and 
civil commotion the descriptive clause 
was not changed and the whole was 
copied for the Use and Occupancy 
policy, entirely overlooking the fact 
that the production of the entire plant 
could be interrupted by persons blow- 
ing up the bridge. 


Similarly, an important trestle was 
not listed, yet it was subject to fire 
and other perils. Rather strangely 
the broker placing the insurance was 
also an officer of the insured firm. 
The case required careful analysis as 
well as specific interest of the seller 
to be assured of protection. 
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Type of Production Policy Form 

HE lack of uniformity in policy 

forms for Business Interruption 
Insurance is regrettable, especially in 
connection with manufacturing risks, 
and while the complicated nature of 
such underwriting is recognized, the 
continued use of different forms for 
similar classes of risks further con- 
fuses the issue. It tends to creation 
of mistrust on the part of buyers and 
prevents mutual understanding so es- 
sential in all insurance contracts. 

A large buyer emphatically main- 
tained his company’s risk was well 
covered under the per diem form, yet 
admitting fluctuating values. Since 
he did not carry a per diem amount 
equivalent to the peak of produc- 
tion values, his assertions were un- 
founded. 

During a recent survey, it was re- 
vealed that a company was carrying 
part of its Use and Occupancy in- 
surance under a form, paying 1/300th 
of the amount of insurance, whereas 
other policies on the same risk would 
pay 1/52nd part weekly. Inciden- 
tally, it would not receive the same 
indemnity under each form, although 
the same premium may have been 
paid. 


Obviously, these buyers had lim- 
ited knowledge of this insurance. It 
may not be amiss for us to refer to 
some of the features of policy forms 
which are of particular significance : 

Valued Per Diem Form—We have 
yet to find a satisfactory application 
of this policy. Although it has been 
frequently said that it is feasible 
where production is uniform, what 
risk does not have fluctuations in 
earnings ? 

To attempt to evaluate the future 
results of a business is an assumption 
of prophetic capacity which few mor- 
tals can attain. The insured has to 
estimate both the amount and the 
number of days of interruption. Some 
buyers claim that they would prefer 
to have the rate of indemnity fixed 
before the loss because of the diffi- 
culty which they would have in cal- 
culating the loss, but how would they 
arrive at the rate of indemnity to in- 
sure for? The accuracy of the pre- 
dicted values is open to question, be- 
ig based on indefinite factors, as 
compared with values determined 
after the loss when some of the fac- 
tors, at least, are determinable be- 
cause of actual expenditures. It has 
been claimed that indemnities re- 
ceived in excess of loss during peri- 
ods of low activity offset the short- 
age in settlements made when inter- 
ruptions occur at peak of business, 
but it is logical that more casualties 
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will be sustained during periods of 
high production when earnings are 
greater and the insured’s prevention 
results are at low ebb. 

Similar danger, though in lesser 
degree, exists under the weekly val- 
ued iorm. Those which pay actual 
loss sustained not exceeding a frac- 
tional part of the total insured 
amount for each day, as 1/300th, re- 
quire no specific estimate as to time 
interruption will last, but still place 
upon the policyholder the burden of 
estimating the maximum requirement 
for each day. In any event the un- 
certainties of valued policies are nu- 
merous. 

Contribution Form — This form 
with a coinsurance provision may op- 
erate to the disadvantage of the pol- 
icyholders because of the intangible 
and variable nature of the insurable 
items. The values are made up only 
at the time of placing the insurance, 
or at infrequent intervals, whereas 
the coinsurance requirement is for an 
estimate of conditions which will pre- 
vail for twelve months after the cas- 
ualty occurs. (Can a warranty be 
justly required without facts upon 
which to base it?) No one can ac- 
curately make predictions a year in 
advance, and material fluctuations 
would result in either an excess 
amount of coverage or under-insur- 
ance in between valuation dates. One 
could carry an amount equal to the 
insurance percentage for many years, 
only to find himself a coinsurer if 
loss occurred at the beginning of a 
period of prosperity. 

The claim has been made that this 
form permits modification of expense 
items, such as payroll, heat, light and 
power, but this is not the only way 
in which the variable requirements of 
industry may be met, and we shall 
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give further consideration to this 
problem in discussing the establish- 
ment of sound values. In general, 
we believe the coinsurance form is an 
advancement over the valued type of 
contracts, mainly because it recog- 
izes the fallacy of using the aggre- 
gate expenses and profit for a full 
year as a basis for coverage. 

Reporting Form—This type of 
contract takes care of fluctuations and 
provides the insured with full cov- 
erage at all times. It establishes true 
values as much as any method, pro- 
viding one can ascertain what those 
values are from his records and is in 
agreement with the insurers as to the 
items to be included in the report. 
There is bound to be much estimat- 
ing, even under this method and gen- 
erally results in being over-insured. 
When monthly reports are required, 
there is much work involved, but if 
the insured has a monthly progres- 
sive budget, the time required to 
make out the value report and the cost 
thereof, will be greatly reduced. 

Guaranteed Amount Form—About 
i923 the writer, as a buyer of insur- 
ance, made a study of Use and Occu- 
pancy forms, because his interest had 
been aroused by an uncollectible loss. 
At that time the policy most gener- 
ally in use was the valued form, al- 
though coinsurance contracts were 
also written. We became convinced 
the first would not fully cover loss 
under many circumstances and the 
second was both dangerous and in- 
equitable. 

With the assistance of a friend in 
the insurance selling field, who had 
both vision and initiative, we devel- 
oped a type of policy rider which be- 
came known as_ the Guaranteed 
Amount form. Without claiming 
that it is the last word and freely ad- 
mitting that we are still trying to 
visualize the outcome of any and 
every Business Interruption contract, 
we are convinced after twenty years 
of comparison and‘use, this form pro- 
vides greater satisfaction for in- 
sureds than anything else which has 
come to our attention. It is no secret 
that leading underwriters turned 
down our initial proposition, but soon 
supplied the guaranteed amount form 
for our individual factory risk. We 
were called radicals but have survived 
long enough to witness the adoption 
of the principal features of that plan 
by many underwriters. 

The Guaranteed Amount form em- 
bodies the principle of adjusted ex- 
pense items to encompass the actual 
insurable needs of the insured, a flex- 
ible valuation basis without inflation. 
To put it another way, an evalua- 
tion of gross earnings required to 
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meet continuing expenses and main- 
tain profits during probable interrup- 
tion periods. 

The sum agreed upon becomes the 
guaranteed amount in the contribu- 
tory clause and as long as the insured 
carries insurance equivalent to that 
amount, there is no contribution on 
a partial loss. The guaranteed amount 
contribution clause is the underwrit- 
er’s assurance that the policyholder 
will not diminish the coverage below 
that calculated sound value without 
being penalized. In other words, the 
coinsurance requirement is based on 
an agreed amount of insurance and 
not upon some intangible, indetermin- 
able future condition. The guaran- 
teed amount should be based on ex- 
pected exposure and the aggregate 
insurance should be revised as neces- 
sity dictates. 


Under this guaranteed amount pro- 
vision, the underwriters know the up- 
per limit of their obligations and are 
required to pay no more than the ac- 
tual loss sustained up to that amount. 
The argument was advanced in the 
carly days that there would be diffi- 
culty in proving loss, but we never 
could appreciate any force to this 
argument, for payment of actual loss 
sustained is based on findings of facts 
after loss, and not on a theoretical 
future value, as in the per diem form, 
nor a constructual limitation, as pro- 
vided in the coinsurance form. There 
ought to be no question about the in- 
sured being reimbursed under this 
form for all items of loss, including 
unusual expenses incurred to restore 
production whether correctly  esti- 
mated in advance or not. The buyer 
should be fairly liberal in his evalua- 
tions and the methods of determining 
values will be discussed in a subse- 


quent section “Amount of Insur- 
ance’’. 
Contingent Coinsurance Form— 


Following the agitation for a Guar- 
anteed Amount Form, certain under- 
writers developed compromise _poli- 
cies, which embodied many of the fea- 
tures of that form, but placed cer- 
tain restrictions in the contract. One 
utilized the guaranteed amount clause, 
while another did not. Both usually 
had a contingent coinsurance provi- 
sion, which became effective only 
when the insured failed to file valua- 
tion reports at the end of each six 
month period. There was no partic- 
ular objection to the contingent fea- 
ture, apparently applied because 
underwriters feared policyholders 
would not carry full coverage. Yet 
it is strange that the same insurers 
issue property loss policies without 
the contingent coinsurance provision, 
neither do they require regular re- 
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ports or insist upon insurance to a 
given percentage of value! Just an- 
other case of confused inconsistency. 

It was agreed that insurance would 
be carried equal to 80% of the aggre- 
gate expenses and profits for a full 
year, with additions for anticipated 
increases in business. In other words 
a concession of 20% is granted for 
expenses which would be discontin- 
ued in an average shutdown period 
thereby admitting the justice of our 
previous contention that yearly val- 
ues should be adjusted. Our only 
regret is that they do not permit fur- 
ther adjustments when circumstances 
warrant it. 

In some cases an interim binder is 
used to supply excess coverage up to 
25% of sum insured, if there should 
be fluctuations upward in earnings 
between valuation reports. This 
makes the contract approximately the 
same as a Reporting Form and many 
feel safer with that provision, but we 
doubt any necessity for it exists—it 
surely is excess insurance. (More 
about it will appear under “Amount 
of Insurance.” ) 


It can be said that the Contingent 
Form overcomes most objections 
found in the Valued and Contribu- 
tion Forms, but there seems to be no 
real need for the restrictions, some of 
which unnecessarily increase the cost 
of insurance. 

From time to time one hears of 
“Special Contracts” but it may be 
safely assumed they are variations of 
the forms outlined in this article. The 
fact that such “specials” are reported 
and known to exist, as well as the di- 
versified forms mentioned herein, 
supply the proof that Business Inter- 
ruption is in a confused state. 

ee @ @ 

Accounting Methods ' 

LONG time budget will be ex- 

ceedingly useful in preparing 
insurable values. Accounting rec- 
ords of past performances merely 
serve as a guide to the future and 
cannot be relied upon exclusively to 
supply figures for Business Interrup- 
tion Insurance. We may better un- 
derstand the adaptability of suggested 
methods if we keep in mind that pro- 
tection is offered only for interrup- 
tion of future earnings and that an 
idle business nor any portion of it 
which is not producing earnings, has 
Business Interruption insurable val- 
ue. We shall now comment on meth- 
ods which have been proposed : 

Inventory—This basis is not prac- 
ticable for it is an attempt to measure 
intangible future experiences by a 
variety of commodities which will 
fluctuate in volume of units and val- 





ues. There is no pertinent relation- 
ship between inventories and loss 
covered under a Business Interrup- 
tion policy. A section of the plant 
may be destroyed, leaving a large in- 
ventory undamaged, but these goods 
will not restore facilities nor prevent 
continuance’ of expenses during in- 
terruption. 


Production Units—As a basis for 
determining values, it might appear 
feasible for manufacturers’ risks, but 
is reliable only as a factor in deter- 
mining the effect of interruption dur- 
ing a partial shutdown. The loss 
claim must be calculated in terms of 
expenses necessarily continued and 
profits lost. It may be observed that 
mercantile and other non-manufac- 
turing risks have no production by 
which to gauge values. 

Gross Sales—These include values 
which are not exposed to hazards, 
such as bad debts, discounts, returns 
and credits. Furthermore, the manu- 
facturer’s interruption losses may be 
at maximum when sales are at a 
minimum or sales volume may be 
maintained by the use of finished 
merchandise not damaged by the cas- 
ualty. A mercantile business might 
use gross sales as a measure. 

Gross Expenses — For any period 
of time these do not represent sound 
insurable value, although some ex- 
pense items may serve as a guiding 
factor. Expenses which would con- 
tinue if the business were shut down 
for lack of demand rather than be- 
cause of a casualty, would not be in- 
surable items—they must be offset by 
production earnings. This method 
also disregards insurable manufactur- 
ing profits. 

Fixed Expenses — They represent 
only a portion of insurable items, 
while many fixed and variable ex- 
pense items have both insurable and 
non-insurable value. The section of 
the premises damaged or the extent 
of damage will affect the degree of 
insurability of most expense items. 
Where only a portion of production 
is interrupted the remaining capacity 
may be sufficient to cover all fixed 
expenses, yet the insured would have 
suffered an interruption loss. Cov- 
erage based on segregated items of 
expense named in a policy or an ar- 
bitrary valuation of such items based 
on a given period of time, may prove 
unsatisfactory both to the insured 
and the underwriter. 


Net Profits—A fair basis of value 
is missing when net profits are used, 
for fixed expenses continue in about 
the same degree during a period of 
low profits. The book record of net 


earnings may not properly reflect in- 
(Continued on page 18) 
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INSURANCE NEWS DIGEST.-FIRE AND CASUALTY 


Covering Period From October 1, 1943 Through October 31, 1943 








388. MUTUAL AGENTS. Floyd H. Craft of Greensboro, 
North Carolina was elected president of the National 
Association of Mutual Insurance Agents at the or- 
ganization's 12th annual convention held in New 
York City, October 4-6. He succeeds Lawrence Murray 
of Columbus, Georgia. Russell Davis of Columbus, 
Ohio was elected a vice-president in place of Mr. 
Craft and John H. Kroll of Washington, D. C. was 
elected treasurer succeeding H. A. Lethbridge of 
Baltimore, Maryland. Other officers were re-elected 
es follows: vice-president, W. Harold Howatt, 
Springfield, Mass.; vice-president, J. C. McGee, 
Jackson, Mississippi; vice-president, Joseph E. 
Magnus, Chicago; vice-president, George E. Phelan, 
New York City; secretary, Hugh H. Murray, Jr., Ra- 
leigh, N. C.; executive secretary, Philip L. Bald- 
win, Washington, D. C. 


389, COMMISSIONERS' MEETING. At a meeting of the 
executive committee of the National Association of 
Insurance Commissioners, held at the Edgewater 
Beach Hotel, Chicago, on October 7 it was decided be- 
cause of certain wartime emergencies that the place 
of the winter meeting would be changed from the 
Pennsylvania to the Commodore Hotel in New York, 
the dates to be November 29-30 and December 1, with 
a session of the executive committee preceding on 
Sunday, November 28. 


390. COERCION. Iowa lending agencies which use co- 
ercion on borrowers, forcing them to buy fire and 
automobile insurance from the agency, on October 8 
were warned by Insurance Commissioner Charles R. 
Fischer that they will face loss of their insurance 
licenses unless they discontinue the practice. The 
Commissioner pointed out that the borrower has the 
privilege of buying his insurance from a company of 
his own choice. Numerous complaints from agents 
and assureds have been received by the Department 
protesting against the practice of the lending 
agencies. 


391, AUTO DEALERS. A resolution stating that as a 
matter of principle the Association is opposed to the 
licensing as an insurance agent of any person who 
sells or finances the purchase of goods, where the 
purpose of the license is to permit the writing of 
insurance on the merchandise handled, has been 
passed by the executive board of the Florida Associ- 
ation of Insurance Agents. Directed particularly to 
automobile salesmen the resolution was adopted 
after Motors Insurance Corporation of General Mo- 
tors sought to get the agents' approval of the li- 
censing of automobile dealers as insurance pro- 
ducers. 


392, COMMISSIONERS COMMITTEES. Appointment of 
Gregg L. Neel of Pennsylvania as chairman of the 
fire prevention committee of the National Assn. of 
Insurance Commissioners has been announced by pres- 
ident Charles F. J. Harrington of Massachusetts. 
He succeeds John B. Gontrum of Maryland who recently 
resigned his insurance department post to become 
a judge. Lawrence Ensor, new Maryland Commission- 
er, will be a member of the committee. 


393, DAUWALTER. F. S. Dauwalter, recently assistant 
general manager of the National Board of Fire Under- 
writers and previously head of the Business Develop- 
ment Office on October 7 joined the Fred S. James 
and Company in New York. Mr. Dauwalter will assume 
executive duties and assist John C. Griswold, vice- 
president in charge of the company's New York office. 


394, DECEASED. George H. Swain, Western Canadian 
Department Manager of the Northwestern Mutual Fire 
Association died recently at his home in Vancouver, 
B. C. Mr. Swain joined the Northwestern in January 


1923 and was appointed Western Canadian Department 
Manager in 1935. 


395. HOLYOKE ANNIVERSARY. A banquet commemorating 
the 100th anniversary of the founding of the Holyoke 
Mutual Fire Insurance Company, with representatives 
of the Massachusetts Insurance Department, insur- 
ance executives, agents and more than 200 of Salem's 
business leaders paying tribute to the officers of 
the century-old company, was held in Salem, Massa- 
chusetts on October 4. Carlos P. Faunce, 82-year 
old president who has headed the Holyoke for 24 
years, was the guest of honor at the celebration 
tendered by the Salem Chamber of Commerce. 


396, MINNESOTA MUTUALS. D. F. Raihle, secretary of 
the Hardware Mutual Insurance Company of Minnesota 
was elected president of the Minnesota Association 
of Mutual Insurance Companies at the organization's 
28th annual meeting held in Minneapolis on October 
13. Hjalmer L. Hjermstad, president of the Citi- 
zen's Fund Mutual of Red Wing was elected vice- 
president and Miss A. J. Dahlstrom, Minneapolis 
general agent, was re-elected secretary-treasurer. 


397. DELAWARE FIRE POLICY. The 1943 New York Fire 
Insurance Policy has been approved by the Delaware 
Insurance Department for use in the state. Use of 
race form will become mandatory on and after July l, 


398. FIREMEN'S FUND. Charles C. Hannah on October 
14 was elected president of the Firemen's Fund of 
San Francisco, succeeding Charles R. Page who re- 
tired from the post to become chairman of the board. 
J. B. Levinson, president of Firemen's Fund from 
1917 to 1937 and an executive officer of the com- 
pany for 53 years, retired from active service and 
relinquished his post as chairman of the board. He 
continues, however, as a member of the board of di- 
rectors. 


399. LUMBERMENS. Announcement has been made by H. 
G. Kemper, executive vice-president of the Lumber- 
mens Mutual Casualty Company that Warren C. Beem 
has been named manager of the Washington, D. C. 
service office of the Kemper affiliated companies. 
He assumed his new position on November 1. Mr. 
Beem was formerly a vice-president of James S. 
Kemper & Co., but resigned in 1942 to accept the 
managership of the Mutual Insurance Agency of Wash- 
ington, D. C. 


400. MISSOURI ANTI-TRUST. The Missouri quo-war- 
ranto ouster suit against 128 stock fire insurance 
companies which was scheduled to-have gotten under 
way in Chicago on October 6 has been postponed in- 
definitely. A serious illness in the family of 
John H. Windsor, Commissioner of the Missouri Su- 
preme Court, who is to conduct the cross examination 
hearings, is given as the reason for the postpone- 
ment. 


401, LOS ANGELES BAR. Formation of a "Section on 
Insurance" was announced by the Los Angeles Bar 
Association on October 5. The section was created 
under the authority of a resolution adopted by the 
board of trustees of the Association. Named to the 
chairmanship of the section is Joe Crider, Jr. of 
Crider, Runkle & Tilson; vice-chairman is Henry 
Duque of Walker, Adams & Duque; and secretary- 
treasurer is former chief assistant insurance con- 
missioner, Grant B. Cooper of California. Any mem- 
ber of the Los Angeles Bar is eligible for member- 
ship in the newly created insurance section. 


402, CASUALTY ACTUARIES. The annual meeting of the 
Casualty Actuarial Society will be held at the Hotel 
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Biltmore, New York City on November 17. 
will be held on the evening of November 16. 


403. NEW YORK DEPARTMENT. J. Donald Whelehan, 
deputy superintendent of insurance in charge of the 
New York office, has resigned his post to become 
associated with the Home Insurance Company as as- 
sistant to the general counsel. Mr. Whelehan has 
served the New York Department in various capaci- 
ties since May 1932. 


404, OKLAHOMA FIRE POLICY. In an opinion to the 
Oklahoma Insurance Department, Attorney-General 
Cobb holds that authority to change the standard 
form of insurance policies is vested in the legis- 
lature alone. The Department, in requesting the 
Attorney-General's opinion, had hoped that the 1943 
New York Standard form could be adopted in Oklahoma 
without waiting for legislative approval. The old 
New York Standard policy is the basis of the form 
presently prescribed by the Oklahoma legislature. 
Although he held that statutory action was necessary 
before the 1943 New York policy could be adopted, the 
Attorney-General indicated that the insurance board 
and the insurance commissioner were authorized to 
make minor changes that would not affect the pro- 
visions of the form now authorized by law. 


405. FIRE LOSS. Fire losses in the United States 
during September totalled $26,488,000 -— an in- 
crease of $6,045,000 or 29% over the figure reported 
for the same month last year — according to pre- 
liminary estimates of the National Board of Fire 
Underwriters. The September total was, however, 
$2,705,000 or 9% below the August figure. Losses for 
the first nine months of 1943 are $39,000,000 higher 
than for the corresponding period in 1942. 


A dinner 


406. HAMILTON COUNTY. Edwin G. Becker, a former 
judge, has been named general counsel for the Hamil- 
ton County Mutual Fire Insurance Company of Cin- 
cinnati. He succeeds the late Edward J. Babbitt. 
For the past 25 years Judge Becker has been active 
in building and loan, financial and insurance 
fields. 


407, SURETY POWERS. Mutual casualty companies oper- 
ating in New Hampshire aro ompowered to write fidel- 
ity and surety business according to a ruling issued 
by Insurance Commissioner Donald Knowlton on Octo- 
ber 15. Heretofore the Department had held that 
mutual carriers were prohibited by the statutes from 
writing these lines but because of various amend- 
ments to the New Hampshire insurance laws in the 
past few years, the Commissioner was asked to make 
a further study of the situation. The matter was 
submitted to the Attorney-General of the state for 
his consideration and on October 4 he issued an 
opinion holding that the present statutes did not 
bar mutuals from writing fidelity and surety lines. 
In view of the Attorney-General's opinion, the De- 
partment forthwith issued a ruling granting fidel- 
ity and surety powers to mutual carriers operating 
in the state. Before these companies may write 
these additional lines in the state, however, it 
will be necessary that they notify the Department of 
their intention and receive departmental approval. 


408, OHIO DEPARTMENT. Resignation of F. P. O'Connor 
as assistant superintendent of insurance for Ohio 
and the appointment of Albert G. Caris of Columbus 
as his successor, has been announced by the Ohio In- 
surance Department. Mr. O'Connor, a past president 
of the Ohio Association of Insurance Agents and as- 
sistant superintendent since January 1, 1941 re- 
signed to become field supervisor for Union Central 
Life. Mr. Caris has served as statistician in the 
department for the last two years. In addition to 
his new duties he will retain supervision of the 
statistical section. The new assistant superin- 
tendent served as president of Defiance College, 
Defiance, Ohio from 1917 to 1931. 


409, VIRGINIA COMMISSION. The Virginia Legislative 
Commission created to consider the advisability of 
compulsory automobile insurance for the state, has 
decided to recommend to Governor Colgate W. Darden, 
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Jr., enactment of a strong financial responsibility 
act rather than a compulsory measure. It is almost 
a certainty that the Governor will urge the General 
Assembly which convenes in January to follow this 
course of action. While details of the bill will not 
be released until the tentative draft of the measure 
and accompanying report goes forward to the Gov- 
ernor, it is believed that the proposed measure is 
superior to both the New Hampshire and New York Fi- 
nancial Responsibility Laws. 


410, MICHIGAN DEPARTMENT. Resigned as head of the 
life and fraternal division of the Michigan Insur- 
ance Department — a post he has held for the past two 
years — is Seth R. Burwell. An employee of the 
Department for 1l years, Mr. Burwell was for a nun- 
ber of years head of the licensing division and 
served as consultant on legal matters pertaining to 
all divisions of the department. He will become 
associated with L. Frayne Richardson, a former mem- 
ber of the state public service commission, in the 
private practice of law with offices in Lansing. 


411, CALIFORNIA PROBE. The California Workmen's Con- 
pensation investigation and hearings which were 
started by former insurance commissioner A. Cami- 
netti, Jr. will be carried forward to completion 
according to Maynard Garrison, newly appointed com- 
missioner of the state. The hearings, he stated, 
are in the nature of a study looking toward a new 
manual with rate revisions and the formation of a 
group of representatives from the Department of In- 
surance, the California State Rating Bureau and 
the compensation writing insurance companies, the 
creation of which will be for the purpose of improved 
relations in this branch of the business. 


412, INSURANCE FEDERATION. The annual meeting of 
the Insurance Federation of New York, Inc. will be 
held at the Hotel Commodore, New York City, Decem- 
ber 22. Principal speaker at the annual dinner will 
be Governor Saltonstall of Massachusetts. 


413. WAR DAMAGE RESERVES. The special subcommit- 
tee of the examinations committee of the National 
Association of Insurance Commissioners which is 
looking into the matter of war damage reserves met 
in New York City on October 19. Fire and casualty 
company representatives who appeared before the 
committee contended that there is no need for set- 
ting up special reserves to take care of war risk 
liability. Although no official decision was an- 
nounced by the committee it is believed that the 
committee is opposed to any proposition for fire and 
casualty carriers to set up such reserves. Members 
of the committee present included Chris A. Gough, 
New Jersey, chairman; W. Allery Allyn, Connecticut; 
and George A. Bowles, Virginia. 


414, CALIFORNIA DEPARTMENT. Chief Assistant In- 
sufance Commissioner, Grant B. Cooper of California 
on November 1 left his post with the Department to 
become associated with the legal firm of Loeb and 
Loeb, Los Angeles. In accepting the resignation 
Commissioner Maynard Garrison expressed regret over 
losing Mr. Cooper's services. 


415, INLAND MARINE. Meats, game and other produce 
held in cold storage lockers for processing, trans- 
portation or storage may now be covered under In- 
land Marine policies in Indiana according to a rul- 
ing just issued by Insurance Commissioner, Frank J. 
Viehmann. 


416, ANTI-TRUST. The Supreme Court of the United 
States on October 25 agreed to review the decision 
handed down by Federal Judge E. Marvin Underwood at 
Atlanta on August 5 wherein he dismissed the anti- 
trust indictment filed against the South-Eastern 
Underwriters Association and 198 of its member con- 
panies by the U. S. Department of Justice. The tri- 
bunal acted on an appeal by the Justice Department. 


417. SOCIAL SECURITY. A. J. Altmeyer, Chairman of 


the Social Security Board, appeared recently be- 
for the Senate Finance Committee and recommended 
that Congress take no action to interfere with the 
scheduled increase in social security taxes. Be- 
ginning January 1, 1944 contributions made by en- 
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Pployers and employees are scheduled to be upped 
from 1% each on payrolls to 2% each. Congress has 
twice before enacted legislation which prevented 
the increase. 


418. OKLAHOMA PREMIUM TAX. A review of a decision 
of Oklahoma state courts sustaining the constitu- 
tionality of the legislation passed in 1941 which 
imposed an annual 4% tax on gross premiums collected 
in the state by out-of-state insurance firms has 
been agreed to by the United States Supreme Court. 
Prior to 1941 the Oklahoma gross premium tax had 
been 2% annually but in that year it was doubled as 
part of the state's budget balancing program. It 
is estimated the measure produces $2,000,000 yearly 
for the general revenue fund. The Great Northern 
Life, a Wisconsin corporation, challenged the con- 
stitutionality of the law on the ground it was 
"heavily discriminatory against out-of-state car- 
riers." 


419. W. C. RATING PLAN. The New Hampshire Insurance 
Department on October 22 approved the Workmen's 
Compensation Rating Plans filed with that body by 
the National Council on Compensation Insurance. 


420. DECEASED. John J. McLaughlin, assistant vice- 
president and loss manager of the United Mutual Fire 
Insurance Company died in St. Elizabeth's Hospital 
in Boston on October 21. Mr. McLaughlin, who was 54 
years old, had been in ill health for the past year. 
He is survived by his widow, three daughters, a son 
and three brothers. 


421, OHIO FIRE POLICY. The Ohio Insurance Depart- 
ment on October 29 approved the 1943 New York Stand- 
ard Fire Insurance Policy for use in the state. To 
avoid confusion in printing of new forms and en- 
dorsements, the department suggests that all con- 
panies adopt the new form at the same time and has 
set January 1, 1944 as a desirable date. 


422, UNLICENSED AGENTS. Agents of unauthorized in- 
surance companies will be barred by the Army from 
camps and military reservations throughout the 
country, it has been announced by Insurance Commis- 
sioner, Jess G. Read of Oklahoma. The action was 
taken after numerous complaints had been made that 
small, unlicensed companies’ had been soliciting in- 
surance on soldiers. Only agents of companies li- 
censed to do business in the state where the post is 
located will be admitted on the grounds under the 
War Department's new policy. Such agents will be 
admitted only when they have evidence of prior ap- 
pointment with a specific member of the armed serv- 
ices stationed at that post. 


423, DECEASED. Judge Prescott Keyes, retired jus- 
tice of the Concord District Court and past presi- 
dent of the Middlesex Mutual Fire Insurance Con- 
pany died at his home in Concord, Massachusetts on 
October 24 following a long illness. Judge Keyes 
who was 85 years old at the time of his death, re- 
tired as president of the Middlesex Mutual several 
years ago. 


424, TEXAS OK'S STOCK PLAN. Approved by the Texas 
Board of Insurance Commissioners is the workmen's 
compensation rating program filed with the depart- 
ment by the National Council on Compensation Insur- 
ance on behalf of the stock carriers. The program 
filed with department by the National Council on be- 
half of the nonstock carriers was rejected. 


425, LICENSING OF AGENTS. The granting of agents' 
licenses in Michigan will soon be refused to appli- 
cants now engaged in essential war jobs — Insurance 
Commissioner, David A. Forbes is said to be readying 
such a notice for transmittal to all companies li- 
censed in the state. The War Manpower Commission 
is understood to have approved the action. Persons 
who, at the time of accepting jobs directly con- 
nected with the war effort had licenses in effect, 
will be the only persons excluded from the general 
ruling. 


426, FILM SAFETY AWARDS. Accepted by the Film Safety 
Awards Committee as a contestant for the David S. 
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Beyer memorial award presented annually to the pro- 
ducer of the theatrical film which serves best to 
encourage safer use of streets and highways, is the 
Pete Smith short-subject film entitled "The 7th 
Column." Because of the importance of all types of 
accident prevention on conserving manpower, the 
committee voted to enlarge the scope of this award 
to include all types of accident prevention educa- 
tion. That is why this picture, though not primar- 
ily a traffic safety picture, has been accepted by 
the committee. 


427, MEDICAL SEMINAR. More than 200 physicians and 
surgeons, both civilian and military, attended the 
Sixth Medical Seminar for the Advancement of Indus- 
trial Medicine, sponsored by the American Mutual 
Liability Insurance Company, held October 21 and 22 
at the Copely-Plaza Hotel in Boston. With the theme 
"What Surgery has learned from the Present War," the 
current seminar was inaugurated by American Mutual 
as its contribution to the war effort to expedite the 
cure and return of injured war workers to their jobs 
through the reporting of medical progress among sur- 
geons. Speakers at the two-day event included 
Philip Drinker, professor of industrial hygiene, 
Harvard School of Pubiic Health, and chief consul- 
tant, U. S. Maritime Commission; Dr. William A. 
Bishop, associate physician, Massachusetts General 
Hospital; Dr. Joseph C. Aub, professor of research 
medicine, Harvard Medical School; Dr. Stanley Leven- 
son, Boston City Hospital; Dr. Leroy U. Gardner, 
director, Trudeau Foundation and Saranac Labora- 
tories for the Study of Tuberculosis; Dr. Henry C. 
Marble, Massachusetts General Hospital and surgical 
director, American Mutual; Dr. Harold G. Anderson, 
Research Staff, Evans Memorial Hospital and in- 
structor in medicine, Boston University; and Dr. 
Bernard Maisel, assistant, Department of Surgery, 
Cornell Medical College, and New York Hospital. 


428, MUTUAL ENGINEERS. Elected president of the As- 
sociation of Mutual Fire Insurance Engineers at the 
organization's 12th annual meeting held in Chicago 
October 19-20 was W. Charles Ross of the Philadel- 
phia Contributionship. He succeeds H. L. Hunt of 
the Indiana Lumbermens Mutual Insurance Company of 
Indianapolis. Don John of the Mutual Insurance 
Agency, Louisville, Kentucky was named first vice- 
president; Charles Galloway, assistant vice-presi- 
dent, United Mutual Fire Insurance Company, Boston, 
was elected 2nd vice-president; and R. D. MacDaniel, 
vice-president, Grain Dealers National Mutual Fire 
Insurance Company, Indianapolis and W. H. Rodda, 
engineer, American Mutual Alliance, Chicago, were 
re-elected secretary-treasurer and technical secre- 
tary, respectively. 


429, AMERICAN MANAGEMENT. The midwinter meeting of 
the Insurance Division ef the American Management 
Association will be held in Cleveland, Ohio, De- 
cember 1-2. The conference, arranged under the di- 
rection of W. F. Lund, United States Rubber Con- 
pany, vice-president in charge of A. M. A.'s insur- 
ance division, will analyze insurace trends pro- 
duced by the war. Subjects will be self-insurance 
for the medium sized company; new applications of 
surety bonds; insurance in a postwar world; the new 
workmen's compensation rating program; establish- 
ing insurance values; adjustment of losses; and a 
practical insurance program for industry. : 


430. UNAUTHORIZED PRACTICE. J. L. Wilkey, Birming- 
ham independent adjuster, has appealed to the U. S. 
Supreme Court from a decision handed down several 
months ago by the Alabama Supreme Court wherein a 
limit was placed on the activities of non-salaried 
adjusters who are paid by the hour for their serv- 
ices. It is contended in a brief filed with the 
high court that an independent adjuster on a part- 
time basis would be deprived of his constitutional 
rights under the 14th amendment if he were denied 
an opportunity to follow his profession for that 
reason. Objection was made to the Alabama Supreme 
Court's ruling that only adjusters operating on a 
salary for their full time can handle claims in the 
state. Mr. Wilkey also said the agitation is "a by- 
product of the fight by some lawyers to preempt the 
field of adjusting controverted or disputed insur- 
ance Claims for the legal profession" and that "the 
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state has no right to destroy the well recognized 
vocation of independent insurance adjusters." 


Traffic deaths in the United 
States during September totaled 2,170 — a decrease 
of 6% from the figure reported for the same month 
a year ago — according to estimates of the National 
During the first nine months of 
1943 there were 15,890 traffic fatalities, 25% be- 


431. 


Safety Council. 


TRAFFIC DEATHS. 
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low the corresponding period of 1942, and 43% below 
the nine month total in 1941. 
tinued reductions, the Council points out, is in- 
dicated by the small September decline. 


MINNESOTA DEPARTMENT. 
Newell R. Johnson has announced the appointment of 
Everett P. Freeman, City Attorney of Chisholm, Min- 
nesota, as deputy insurance commissioner. 


An early end to con- 


Insurance Commissioner 
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ACQUISITION COST — DPC agency al- 


commissions 47, 
brokerage 


ce 33; graded 
4,299,354; Cincinnati 
rule 239. 





AGENTS — meeting date 22; DPC agency 


ALIEN INSURANCE — data 


allowance 33; Minnesota Supreme 
Court 38; publicity program 44,96,338; 
graded commissions 47,172,254,299,354; 
fraud suit 55; Georgia qualification bill 
81; countersignature 119,140,323; non- 
resident bill 126; 10% law 133; New 
York state-city controversy 159,191, 
348; mutual agents meeting 223, 388; 
Florida mutual agents organize 252; 
N. C. mutual agents elect 263; part- 
time agents 265; N. Y. “1752” club 266; 
Tennessee mutual agents 303; Cincin- 
nati agents 352; Virginia mutual 
agents 368; licensing of auto dealers 
269, 416; N. E. mutual agents 371; un- 
licensed agents 422; licensing of agents 
425. 

eurb 13; 
communications office 52. 


COURTS — Missouri compromise 1; At- 


Cc 


lanta anti-trust 2,15,212,309,346,400; 
hospitalization plans 25; Missouri anti- 
trust 27,215,253,268,355,391; mutual sur- 
plus 30; acts of agents 38; guest law 
86,120; reciprocal regulation 88; Cocoa- 
nut Grove 107, 136; Tacoma bridge 
122,280; mortgagee 127; unemployment 
compensation 137,235; Arkanens com- 
pensation 141; unauthorized practice 
154,211,272,430; Maryland Casualty Suit 
157,386; N. Y. anti-trust 165,249,295; 
interstate commerce 225,331; part-time 
agents 265; Illinois compensation 
award 387; Oklahoma premium tax 418, 


OMMISSIONERS — association 4,5,53, 
72, 153, 168, 228, 301, 328, 389, 392; Ar- 
kansas 110; California 75,83,353,414; 
Connecticut 144,244,284; Hawali 187; 
Idaho 17; Ulinois 42,118,177; Kentucky 
234,271; Maryland 171,379; Massachu- 
setts 306; Michigan 10,19,35,410; Min- 
nesota 250,432; New Hampshire 155,230; 
New Jersey 24; New York 29,257,349, 
377,403; Ohio 7,46,408; Oklahoma 190, 
316; Pennsylvania 21,367; Rhode Island 
90; South Dakota 108; Texas 69; Utah 
85; Vermont 164; Washington 313; 
Wisconsin 162,183,317; Wyoming 104; 
Canada 276,382. 


COMPANY RETIREMENTS — Ohio Un- 


derwriters 106; General Schuyler 289. 


DEATHS — Cronin 28; Chase 63; Hay- 


FEDERAL 


cock 92; Forshay 115; Danforth 121; 
Hedge 148; Higgins 206; Howell 222; 
Muller 243; Robbins 267; Whitney 292; 
Pearson 319; Campbell 335; Swain 394; 


McLaughlin 420; Keyes 423. 


AGENCIES — Atlanta anti- 
trust 2,151,212,309,346,416; Federal in- 
come tax 11; REA cooperatives 26,193, 
260,358; DPC agency allowance 33; 
WPB rebuilding regulations 49; HOLC 
liquidation 70; Clark appointment 91; 
war damage  11,32,54,71,78,80,82,84,117, 
124, 129, 156, 166, 199, 245,413; 48 - hour 
work week 143,169; FDIC 146; crop in- 
surance 150,236,287,325,365; OCD 15,288, 
339,372; Interstate Commerce Commis- 
sion 180,315,324; War Manpower Com- 
mission 238; Navy Dept. air travel li- 
ability 246; Dr. Manes advisor to A.S. 
a 281; Civil Aeronautics Authority 
327. 


FIRE LOSSES — Fall River salvage 6; 


1942 fire losses 8S; January fire losses 
41; February fire losses 93; Cocoanut 
Grove 107,136; March fire losses 134; 
April fire losses 197; fire prevention 
week 219; May fire losses 233; June fire 
losses 286; July fire losses 321; August 


fire losses 362; 
405. 


LEGISLATION — Georgia qualification 
bill Si; war exclusion clause 82,156, 
318; financial responsibility 87,192; re- 
newal certificates 95,312; aircraft cover 
98; multiple writers 100; non-assess- 
able 123,142; non-resident agents 126; 
agents 10% law 133; adjusters 139; 
crop insurance 150,236,287,325,365; per- 
sonal property floater 152; social se- 
curity 185,220; Pepper bill 241; Virginia 
compulsory auto hearing 251,314,409; 
advertising claims 341; anti-trust 378. 


MARINE INSURANCE — 1942 losses 31; 
Association of Marine Underwriters 
125. 

MUTUAL EXECUTIVES — Grain Deal- 
ers 40,359; Indiana Lumbermens 43; 
Millers of Alton 50,298; [Illinois Mutual 
58S; Farmers Mutual Hail 68; Ohio 
Hardware 76; American Mutual Liabil- 
ity 113; Lumbermens Mutual Casualty 
114,175,342,399; Hardware of Minnesota 


September fire losses 


161; Mutual Fire of D.C. 196; Employ- 


ers Mutual Liability 218; Mutual Fire 
Ins. Assn. of N.E. 232,351; Virginia 
Assn. of Mutual Ins. Cos, 242; Michigan 
Mutual Liability 262; Improved Risk 
Mutuals 279; N. Y. State Mutual Casu- 
alty Cos. 297; Fitchburg Mutual 305; 
Liberty 329; Wawanesa Mutual 363; 


Holyoke Mutual 395; Minnesota Mutual 


396; Hamilton County 406. 


NEW COMPANIES — REA cooperatives 


26,193,260,358; North State Insurance 
Co. 320; Economy Insurance Co. 
Associated Indemnity purchased 310. 


ORGANIZATIONS — NFPA 9,56,77,176, 


264; National Bureau of C & S Under- 
writers 12,184; National Safety Coun- 


ell 23,336; Committee for Protection of 


Industrial Plants 40; Factory Insur- 
ance Assn. 48,247; National 
Waste Council 51,116,261; Independent 
Fire Insurance Conference (Canada) 
57; U. S. Chamber of Commerce 60,103, 
229,337; Insurance Accounting & Sta- 
tistical Assn. 74,145;/ American Man- 
agement Assn. 79,213,429; American In- 
stitute for Property & Liability Under- 
writers 89,278; National Board of Fire 
Underwriters 97,214,270; Assn. of Ma- 
rine Underwriters 125; International 
Claim Assn. 132,361; Special Libraries 
Assn. 138; Air Transport Assn. 149; 
NAUA 158,170; National Assn. of In- 
surance Brokers 167; Underwriters’ 
Laboratories 174; Federation Loss 
Managers Conference 178; Insurance 
Advertising Conference 179; 
Casualty & Surety Executives 189; Mid- 
west Safety Conference 194; Interna- 
tional Assn. of Insurance Counsel 200; 
Accident & Health Underwriters 202; 
American Bar Assn. 207; National Assn, 
of Independent Adjusters 209,375; In- 
surance Society of New York 210; Na- 
tional Assn. of Credit Men 226; Assn. 
of Insurance Attorneys 273; National 
Assn. of Mutual Ins. Cos. 307; Assn. of 
Mutual Fire Ins. Engineers 333,428; 
Pa. Firemen’s Training Conference 
334; Long Island College of Medicine 
350; Insurance Executives Assn. 364; 
Planning for Postwar 370; Federation 
of Mutual Fire Ins. Cos. 383; Fred S. 
James & Co. 393; Firemen’s Fund 398; 
Los Angeles Bar 401; Casualty Actuar- 
ial Society 402; Ins. Federation 412. 


POLICY FORMS — personal liability 
standardization 18; war exclusion 
clause 82,156,318; renewal certificates 
95,312,347; ride-sharing 112,203; resi- 
dence theft 130; collision form 158,170; 
N. Y¥. endorsement 173; Minnesota 


Standard fire policy 208; medical pay- 


STATE 


326; 


Fire 


Assn. of 


WORKMEN’S 


ments 231; Arizona fire policy 237,3573 
Mississippi fire policy 248; farm em- 
ployers liability 269,304,366; Montana 
fire policy 291; Iowa fire policy 296; 
New Mexico fire policy 300; Idaho fire 
policy 360; Nevada fire policy 381; 
Washington fire policy 384; Delaware 
fire policy 397; Oklahoma fire policy 
404; Ohio fire policy 421. 


PREMIUMS — Canadian fire 73; U. S. 


fire 109; U. S. casualty 135; country- 
wide automobile 195; countrywide 
compensation 217; aviation 356; Mutual 
Directory 374. 


RATES — Arkansas compensation probe 


37; automobile 34; boiler 36; FIA dis- 
crimination 45; Texas compensation 
16,62,294; Washington fire 3; Illinois 
equity 61; group rating 66; War Dept. 
rating plan 131,255; W. C. graded ex- 
pense 9 172,254,299,354,419,424; Kansas 
equity 201; N. Y. compensation 224; 
Oklahoma compensation 258,332; In- 
diana auto 274; Utah compensation 
256; Kansas fire 308; Kentucky farm 
341; Illinois fleet 373. 


SELF INSURANCE — survey 14. 
SOCIAL 


SECURITY — National Re- 
sources Planning Board report 65; 
Canada 101; introduction of bill 185; 
220; AFL program 198,220; Beveridge 
visit 205; Social Security Board A & 
H survey 343; Rates 417. 


RULINGS — Mississippi DPC 
agency allowance 33; Minnesota mul- 
tiple writers 59; New Hampshire com- 
pensation endorsement 64; Ohio reci- 
procal powers 147; Kansas cancellation 
186; Virginia licensing 188; Tennessee 
cancellation 221; Michigan statement 
275; Pennsylvania retaliatory law 311; 
Mass. renewal certificates 312; Ohio 
agent’s licenses 330; Illinois advertising 
claims 340; licensing of auto dealers 
369; Missouri unauthorized insurance 
385; Connecticut renewal certificates 
347; Iowa coercion 390; N. H. surety 
powers 407; Indiana inland marine 415, 


TAX — Rhode Island 20; federal income 


tax 11; Maine moratorium 94; Seattle 
” 


290. 


TRAFFIC — 1942 auto death 39; Janu- 


ary-February auto death 67; financial 
responsibility 87,192; war transit pool 
99; N. Y. responsibility law 102; traffic 
contest awards 111; ride-sharing 112, 
203; Canadian accidents 128; March 
auto death 163; Traffic Institute 181; 
Pennsylvania assigned risk plan 182; 
April auto death 216; May auto death 
259; Michigan assigned risk plan 277; 
Indiana assigned risk plan 285; Ohio 
assigned risk plan 302,380; motor car- 
rier fire accidents 315; mechanical de- 
fect accidents 324; July auto death 
344; Film safety awards 426; Septem- 
ber traffic death 431. 


WAR DAMAGE — expense allowance 11; 


war exclusion clause 32,82,156; com- 
pany liability 54; premiums 71; money 
limits 78,166; glass re-insurance 80; 
renewals 84,199,245; operations 117; 
British 124,282; report 129; Canadian 
293,322; Reserves 413. 


COMPENSATION — Ar- 
kansas 37; California probe 204,411; 
countrywide compensation experience 
217; New Hampshire 64; New York 
105; Pepper bill 241; policy cancella- 
tion 227; Oklahoma rates 258; Texas 
16,62,294; Utah compensation plan 256; 
N. Y. State Fund 283; Pennsylvania re- 
taliatory ruling 311; overtime wages 
345; Illinois Industrial data 376; Med- 
ical Seminar 427. 
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: Mutual Engineers Discuss Wartime Fire Prevention : 
2 


I 


ROBLEMS of wartime fire 
Pirrvecion and post war 

changes occupied the attention 
of the Association of Mutual Fire 
Insurance Engineers at their 12th 
annual meeting at the Medinah Club 
in Chicago, Illinois on October 19- 
20, 1943. More than 60 engineers 
and inspectors from mutual fire in- 
surance companies attended the meet- 
ing where the discussions were di- 
rected largely in an effort to stop the 
rising toll of wartime fires. 





One of the most interesting and 
valuable of the talks was by Frank 
C. McAuliffe, Chief of the Chicago 
Fire Insurance Patrol. Chief Mc- 
Auliffe discussed “Salvage - Opera- 
tions and How They May be Affected 
by the Insurance Engineer.” He de- 
scribed salvage operations at fires and 
pointed out that more and more fire 
departments throughout the country 
are adopting the use of salvage cover 
and other devices to lessen the dam- 
age from water at fires. He recom- 
mended that fire insurance inspectors 
attempt to get their policyholders to 
pile stocks and install fixtures in such 
a way that operation of firemen and 
salvage patrols will be more effec- 
tive. The placing of stocks on skids 
so that collection of water on floors 
will not affect the bottom tier of stock 
and the setting of shelves out from 
the wall in warehouses were measures 
suggested by Chief McAuliffe. He 
also emphasized the necessity for 
providing reliable means of securing 
attention when an automatic sprink- 
ler system operates. There are many 
fires that are extinguished by auto- 
matic sprinklers with very little fire 
damage but the resulting water loss 
is very high as a result of inatten- 
tion to a sprinkler alarm on the out- 
side of a building. In order to pre- 
vent such water loss from sprinkler 
operation it is necessary that com- 


plete watchman service or automatic 
sprinkler supervisory service be in- 
stalled in connection with sprinkler 
systems. 


At the luncheon meeting on Tues- 
day the speaker was Ambrose B. 
Kelly, Manager of the American Mu- 
tual Reinsurance Company. Mr. 
Kelly described the place of the mu- 
tual fire insurance company in the en- 
tire insurance world and pointed out 
the importance of fire prevention 
work. The mutual fire insurance 
company is organized in every case 
by people who are interested in re- 
ducing their fire losses. The fire in- 
surance inspector, therefore, is car- 
rying out the basic principles of mu- 
tual insurance. Mr. Kelly traced the 
organization of such large groups of 
companies as the Factory Mutuals 
and of the numerous farm mutuals 
showing how the companies were in- 
itially formed by men _ concerned 
about keeping their fire losses at a 
minimum. 


One of the troublesome problems 
between inspectors and home office 
underwriters as well as between dif- 
ferent insurance companies has been 
the proper interpretation of the term 
“probable maximum loss.” This 
problem was discussed by Harry 
Lee, assistant manager of the Mill 
Mutual Fire Prevention Bureau. Mr. 
Lee pointed out that the accepted in- 
terpretation of the term is the prob- 
able maximum loss which can be ex- 
pected under adverse conditions. This 
takes into account the various fact- 
ors including construction of the 
risk, exposure from surrounding 
properties and fire protection. He 
cited one instance where a company 
reduced its estimate of the probable 
maximum loss on a frame risk be- 
cause a fire department station was 
located across the street from the 
risk. The company apparently had 
ignored the fact that the nearby fire 
department could easily be out of its 
quarters at another fire at the time a 
fire might start in this frame risk. 
In Mr. Lee’s opinion the probable 
maximum loss on any totally frame 
risk would be 100%. Similarly Mr. 
Lee did not feel that the probable 
maximum loss can be reduced be- 
cause of automatic sprinkler protec- 
tion in a risk. It must always be 
anticipated that a sprinkler system 
might be out of service because of 


accidents or repair. This does not 
prevent a company from increasing 
its retention on a sprinklered risk as 
compared to a non-sprinklered risk, 
but under adverse conditions the 
probable maximum loss might be as 
high as a result of the sprinkler sys- 
tem being out of service. 

Tremendously increased industrial 
activity during the past couple of 
years has made the hazard of “weld- 
ing” one of considerable importance 
to mutual fire insurance companies. 
This was discussed by C. M. Rowley 
of the Lumbermens and Manufactur- 
ers Mutuals. Mr. Rowley pointed 
out that the hazards of welding and 
cutting have not changed materially 
during the past few years but the 
number of such operations has in- 
creased tremendously. It is gener- 
ally well-known that the fire on the 
liner Normandie was started by a 
cutting operation using a welding 
torch. Mr. Rowley pointed out the 
various precautions which must be 
taken to safeguard welding and cut- 
ting operations at various industrial 
Jocations. 


“Developments in Automatic 
Alarm Equipment” were discussed by 
R. E. Maginnis, assistant secretary 
of the American District Telegraph 


Company. Using colored slides to 
illustrate various new devices Mr. 
Maginnis described the changes 


which-are being made in automatic 
fire and burglar alarm equipment. As 
a result of the advances during re- 
cent years, the accuracy and depend- 
ability of these devices have improved 
greatly. In the years immediately to 
follow the present war the automatic 
alarm companies will be able to in- 
stall many improvements which are 
being developed at the present time. 


These are 
of much 
importance 
to insur- 
ance com- 
panies be- 
cause the immediate detection of fire 
results in greatly reduced loss from 
any fire which may occur. 





V. H. Tousley, electrical field en- 
gineer for the National Fire Protec- 
tion Association and secretary of the 


(Continued on page 24) 
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Mutual Agents’ Convention 


S conventions come and go, the 
meetings of the National As- 
sociation of Mutual Insur- 

ance Agents increase in size and ef- 
fectiveness. The gathering in New 
York City on October 4-5-6, 1943 
was a climax of a series which began 
back in 1932 and has had a record of 
steady success. Under the executive 
eye of president Lawrence Murray 
and general chairman, Eugene F. 
Wright, and arranged in detail by the 
hardworking secretary, Phil Baldwin, 
together with a numerous and effi- 
cient committee, the occasion this 
year attracted over 400 people reg- 
istered from the East Coast to Omaha. 
The session extended over three days 
and the talks and business meetings 
were exceptional in the quality of 


papers delivered and work accom- 
plished. 
After the greeting by Newbold 


Morris, President of the Council, 
City of New York and the presiden- 
tial address, James S. Kemper, presi- 
dent, Lumbermens Mutual Casualty 
Company spoke on the significant 
theme “Can We Preserve Our Free 
Economy” as the keynote of the con- 
vention. 


Mr. Kemper pleaded for a speedy 
and intelligent approach to the prob- 
lems of post-war reconstruction, cau- 
tioning every business, big or little, 
to plan for the maximum possible 
production and employment. — Indi- 
vidual enterprise he declared was al- 
ways better than government dicta- 
tion. 


He deplored “the great movement 
to give our government a major part 
in that employment” and took to task 
those who say that “we have reached 
the end of our frontier, that the ca- 
pacity of free enterprise has been 
paralyzed to produce jobs needed for 
full employment. 

“What these people, who assert 
that our economy is inadequate to 
grapple with in the post-war world, 
overlook is this—in the unfilled wants 
and unsatisfied needs of our present 
population, we have a potential mar- 
ket far greater than the frontier 
world of the 19th century.” 

He advocated a practical program 
which we must make work and in 
which everyone must have a part. He 
urged the commercial world to look 
to the expansion of business and cre- 
ation of jobs in a most detailed way, 
to develop foreign markets and make 
fostering of the whole world market 
a major rather than a subordinate 


part of business. This kind of a pro- 
gram he said will go far toward pre- 
venting any suggestion of collapse of 
our national economy when the war 
ends and by the same token will pre- 
serve the institution of insurance and 
its benefits to the public as we have 
known them. 


He declared that there is a virile 
and progressive spirit in American 
business which has produced the 
highest standard of living in the 
world for our country. “Let us re- 
ject,” he said, “the shallow pessimism 
that a single decade of depression 
should cancel 150 years of achieve- 
ment. A free economy is the only 
one that is built on granite. The wish 
is father to the thought that capital- 
ism is entering its twilight zone.” 
Mr. Kemper’s address was roundly 
applauded. : 


In the afternoon there was a clinic 
on Selling and Business Management 
where John M. Fraser, general agent, 
Connecticut Mutual Life Insurance 
Company of New York City led off 
with a formal paper on “Sales Tech- 
nique,’ followed by a general discus- 
sion. Included in this section was a 
talk on “The ‘Why’ of Insurance” by 
Miss Evelyn M. Davis, C.P.A. of 
New York City. A number of prom- 
inent agents from various cities par- 
ticipated in collateral discussions on 
mutual agency selling problems and 
mutual agency management. 


The second day was occupied with 
addresses on a wide variety of seri- 
ous subjects including, “Why They 
Burn” by Eugene Arms, manager, 
Mill Mutual Fire Prevention Bureau, 
“Our Present and Future Problems 
from an Agent’s Point of View,” by 
Hugh H. Murray, Jr., “The Mutual 
Agent of Tomorrow” by J. J. Beall, 
executive vice-president, Northwest- 
ern Mutual Fire Association and 
“The Recognized Agent of Tomor- 
row” by Harry J. Loman, Dean, 
American Institute for Property and 
Liability Underwriters, Inc.,” these 
being supplemented in the afternoon 
by talks on “Pubiic Opinion of Fire 
and Casualty Insurance” by Fred 
Bremier, Commercial Research De- 
partment, Curtis Publishing Com- 
pany; “Your Guess and Mine,” by 
Arthur Snyder, treasurer, Alfred M. 
est Company, and State Supervision 
by Thomas J. Cullen, First Deputy, 
State of New York Insurance De- 
partment. 


Mr. Arms stated that ignorance of 
fundamental principles of fire pre- 








FLOYD H. CRAFT 


vention was the controlling element 
in much of the carelessness which is 
too often the reason why fires start. 
People, he said, are not enough inter- 
ested in preservation of property. It 
was his idea also that the government 
in setting up its war production pro- 
gram had not yet discovered that the 
best procedure would have been to 
have secured the services of qualified 
fire prevention engineers. Because it 
attempted to limit .its activities too 
closely to its own organization the 
nation was not prepared as it should 
have been for the eventualities of 
war. 


He asked the agents to study how 
they might assist in a continuing cam- 
paign for fire prevention education. 
He predicted also that a wave of 
arson would probably follow this con- 
flict as it did World War I. 


Mr. Murray, in his talk, empha- 
sized the need for the mutual agents 
to be prepared to sell mutual insur- 
ance on the basis of better and more 
efficient service instead of merely 
making a price appeal. He advocated 
new coverages to be put up to the 
insurance prospect in an attractive - 
way, and spoke with especial enthu- 
siasm on the need for comprehensive 
policies to cover any hazard any- 
where. 


In Mr. Beall’s address he said: 


This is a changing world, and it is no 
thought of mine that we should pause 
here to shed a tear for those aspects of 
this business of ours which must be and 
will be changed. Only those fear change 
who question the value of the services 
which they perform, who question the 
essentiality of that which they represent. 











How essential 1s insurance? How es- 
sential is the insurance agent? Not only 
must we be convinced that we do have 
a service of value, that this business in 
which we are engaged is essential to the 


lives and well being of men, but we 
must convince men that that is true. 
* ok * 


The insurance business badly needs a 
good publicity agent but, before one is 
engaged, I recommend that we, agents 
and company men alike, decide what we 
have that is worthy of the confidence 
and the support of the public. 


What is insurance? Is insurance sim- 
ply a banking proposition, a tax gathering 
program, a monster pool with which is 
poured the smail contributions of hun- 
dreds of thousands, from which pool the 
thousands who sustain losses may draw? 


If insurance can be defined in any such 
terms, then I suggest that we save our 
money and not employ a publicity agent 
since, first of all, there is nothing about 
such a program which will ever capture 
the imagination or the support of the 
public and, second, our take from the pot 
is already far too high, if this is all we 
offer, and must not be increased by ad- 
vertising appropriations. 

Non-Mutual companies base their 
rates on an anticipated 50% return to 
the policyholder in the form of loss pay- 
ments. If all that the policyholder ever 
receives is a share of the pot equal to 
his loss, then he, and the other hundreds 
of thousands of contributors, are paying 
entirely too much. There should be and 
there will be a more economical method 
of distributing the losses of the few 
among the many, if that is the sole pur- 
pose of insurance. 


Mutual insurance, we insist, has a 
greater purpose, one which will have the 
support of the buying public once they 
are fully aware of what we offer. True 
insurance, the insurance of tomorrow, 
must be Protection, and Protection con- 
sists of two elements, namely, Preven- 
tion and Indemnity. 

Only a moment of reflection is needed 
to convince us that: it is Prevention, 
and not Indemnity, which is desired by 
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the honest property owner; and a great 
majority of property owners are honest. 
x * * 


We are given, sometimes, very inter- 
esting glimpses of the carefree days that 
lie ahead of us, when an all-wise and all- 
beneficent government provides for our 
every want. Those with their feet firmly 
on the ground, fork and down, as Presi- 
dent McKinney of the Federation re- 
cently said to some of you agents, real- 
ize that nothing good nor useful will be 
attained except as men assume and dis- 
charge responsibilities, and surely the 
agent of tomorrow must accept and 
must discharge responsibilities which 
have long been his. 

How have agents accepted these re- 
sponsibilities? I think we have been 
self-conscious and embarrassed to think 
of ourselves as members of a profession, 
and yet I think that, as agents and com- 
pany men of tomorrow, we must accept 
professional status. * * * 


Tomorrow we must more fully real- 
ize, accept and discharge responsibili- 
ties which accrue to us because of the 
confidence which we ask the public to 
have in us. No longer can we, as com- 
pany men, be satisfied if there remains 
something for us in the pot after the 
unfortunate have been indemnified, nor 
can we be satisfied if, through a return 
of higher interest rates, we shall have 
taken a handsome profit through the 
banking part of this business. 


We must, in the world of tomorrow, 
justify the insurance business as a con- 
structive force through our efforts to- 
ward Protection and you, agents, must 
display an enlightened self-interest. 


No one of us can accept the thought 
that in the world of tomorrow there will 
be no self-interest, no desire for gain, 
no opportunity for profit and advance- 
ment but, if we are intelligent, if our 
minds are open, we know that our op- 
portunities for profit must come through 
the rendering of essential service and 
must come to us not only in dollars but, 
also, in the realization that we have 
made a contribution to the scheme of 
things. * * * 


J. J. BEALL 
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There has never been a company or- 
ganized so unworthy as to management 
or policy which, if it secured a license 
from the supervisory authorities, could 
not acquire agents and a volume of pre- 
miums if its commission rate was suf- 
ficiently high. The agent who permits 
the rate of commission paid to him to 
be the basis for his decision in the se- 
lection of the carrier of the liability en- 
trusted to him certainly does not de- 
serve to survive in the world of tomor- 
row, *-* 3 


The agent of tomorrow must sell Pre- 
vention as well as Indemnity; he must 
be prepared to deliver that which he 
sells. The company cannot hope to find 
freedom from responsibility by transfer- 
ring that responsibility to the agent but, 
if we are to accept and continue the 
agent as the connecting link between 
property owner and company, then the 
agent must carry our message to the 
property owner. He must be the med- 
ium through which, to a very great ex- 
tent, we deliver true Protection; first, 
in Prevention and, second, if Prevention 
fails, through Indemnity. * * * 


We, the companies, have an obliga- 
tion to assist you through training, 
through precept, through advice. We 
will continue and, in the world of to- 
morrow, hope we will be able to im- 
prove the specialized service through the 
inspections of the more difficult risks. 
* * * 


The agent of tomorrow must possess 
special knowledge. He must employ that 
knowledge for the benefit of those who 
entrust to him the preservation of their 
properties and the welfare of themselves, 
their families and their employees. 

He must accept the responsibilities 
which follow his choice of profession. 
His decision in selecting the carrier 
must be based upon the interests of the 
man to be protected. He must be qual- 
ified to deliver Prevention as well as 
Indemnity. He must sell Mutuality be- 
cause without Mutuality insurance be- 
comes an unreasonabie and burdensome 
taxation. The Indemnity feature alone 


can be provided more economically in 
other fashion. 





RAYMOND C. BAKER 
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EDNESDAY opened with a 

discussion of “Loss Adjust- 
ments” as expertly viewed by Pren- 
tiss B. Reed of New York City (See 
excerpts on another page.) Informal 
chats by company executives brought 
to the platform L. A. Dennis, presi- 
dent, The Shelby Mutual Casualty 
Company; A. Von Thaden, president, 
Excess Underwriters, Inc.; John L. 
Train, president, Utica Mutual In- 
surance Co.; H. J. Pelstring, presi- 
dent, Pennsylvania Lumbermens Mu- 
tual Fire Insurance Co.; K. E. 
Greene, president, Berkshire Mutual 
Fire Insurance Co.; C. W. Brown, 
president, Merchants Mutual Casu- 
alty Co.; Robert R. Hoadley, secre- 
tary, Preferred Mutual Fire Insur- 
ance Company; W. Bruce Adams, 
president, Mutual Fire Insurance As- 
sociation of New England and Henry 
S. Rich, Jr., secretary, Donegal and 
Conoy Mutual Fire Insurance Com- 
pany. Ambrose Kelly, secretary and 
general manager, American Mutual 
Reinsurance Company took an opti- 
mistic view of mutual insurance to- 
day and tomorrow, pausing long 
enough over current and projected 
difficulties to recognize the need for 
careful planning, but viewing much 
substantial progress on the horizon. 


The last afternoon session heard 
addresses on “Modern Trade Asso- 
ciations”, by C. J. Judkins, manager, 
Trade Association Division, Bureau 
of Foreign and Domestic Commerce, 
Department of Commerce; “Set 
Your Bombsight Now” by Raymond 
C. Baker, executive vice-president, 
Mutual Fire Insurance Association, 
New England. Mr. Baker said: 


The problems confronting the indus- 
try today might have been avoided if the 
business as a whole had undertaken a 
comprehensive program of public rela- 
tions years ago. A sound public rela- 
tions program not only has a beneficial 
effect in establishing favorable public 
opinion, but the spotlight it focuses on 
the operations of the business tends to 
correct or prevent some of the evils 
which can only flourish when no public 
accounting is required. 

It is not too late for insurance to cor- 
rect its previous errors. The business 
cannot afford to continue complacent 
in the face of such a real threat as is 
confronting it now. While many will 
say it is impossible, executives of stock 
and mutual companies, and life compa- 
nies also, should get together immedi- 
ately on a program that will give the 
public a more accurate understanding 
of our business and a real appreciation 
of the vast contributions it makes to our 
social system. Public opinion is the 
dominating influence in our country. And 
bear in mind that it is an unusual poli- 
tician who is against what the public 
is for. 

The present unspoken truce between 
stocks and mutuals, although a matter of 
expediency because of the war, is an in- 
dication that they can get along. It 


JourNAL OF AMERICAN INSURANCE 


would be far better to turn this truce 
into a permanent pact in which both 
sides cooperated in the interest of har- 
mony and service to the public. Such 
cooperation would in no way affect hon- 
est competition. The way to get started 
would be for a leading mutual or stock 
executive to call an informal meeting of 
a few of the leaders of the business, 
followed by an industry-wide meeting of 
executives. A nationally known public 
relations counsel should sit in on such 
a meeting, where the industry’s prob- 
lems could be outlined so that he would 
be enabled to provide the solution. 

The first step in the solution, to my 
mind, would be a sincere effort to ex- 
amine our own industry under a mag- 
nifying glass to see that all flaws are 
eliminated. You cannot hope for pub- 
lic esteem if you cannot throw your 
house open to thorough public inspec- 
tion. 

In my opinion, the next most impor- 
tant step would be creation of an or- 
ganization to seek out public opinion 
and policyholder advice on insurance 
matters. This could be done through 
a Policyholders Committee which would 
meet with a committee of company ex- 
ecutives at stated intervals to study cov- 
erages, new proposals, rates, etc., and to 
make suggestions or recommendations. 
Such a committee would leave little 
doubt in the public’s mind that its in- 
terests were being protected. This would 
be a broad step toward the ultimate goal 
of high public esteem. 

Our insurance laws should be the next 
point for consideration. For more than 
a century now laws have been tumbling 
into our statute books by the score, with 
little or no attempt to repeal old ones. 
We have reached the point where many 
state laws are at variance with one an- 
other. What we need are certain basic 
or fundamental laws which are uniform 
throughout the nation; the several states 
going on from there to recommend addi- 
tional laws to fit the individual needs 
of their people. 

All class legislation should be abol- 
ished. Any group should be permitted 
to enter the insurance field, provided it 
meets certain basic requirements— 
whether or not we approve its methods 
of doing business. The only test of any 
legislation should be: ; 

“Does it benefit the policyholder?” 


If it won’t meet this test, then it is 
class legislation for special interests. 

A national insurance information 
office should be opened in the nation’s 
capital. This office also would act as a 
central clearing house for all bills affect- 
ing insurance, where they would be ex- 
amined to ascertain whether they were 
in the public interest. 

Policies should be redrafted to make 
them as simple and intelligible as pos- 
sible. ‘ 

Certain qualifications would be estab- 
lished so that companies could use ex- 
ceptional care in selection and training 
of special agents, who are the ambassa- 
dors of insurance in the field. 

Revision of insurance advertising— 
most of which is at least 25 years behind 
the times—should be given immediate 
consideration. It should be brought up- 
to-date. Its layouts should be designed 
to catch and hold the public eye and its 
copy should give the reading public a 
real insight in simple language into the 
operations of insurance. Once a per- 


son understands you, and, as a result, 
likes you, you have a loyal friend. This 
should be done on an industry-wide ba- 
sis under the careful supervision of an 
expert in this field, with individual com- 
panies continuing their own competitive 
selling programs. 

A banquet closed the convention on 
the evening of the 6th and was ad- 
dressed by Brigadier-General R. W. 
Johnson. 

Officers elected included: 

President, Floyd H. Craft, Greens- 
boro, N. C., Vice-Presidents, Joseph 
E. Magnus, Chicago, Illinois ; Russell 
Davis, Columbus, Ohio; J. C. Mc- 
Gee, Jackson, Mississippi; W. Har- 
old Howatt, Springfield, Mass.; 
George E. Phelan, New York City; 
Secretary, Hugh H. Murray, Jr., Ra- 
leigh, N. C.; Treasurer, John H. 
Kroll, Washington, D. C.; Directors, 
Chas. H. Litaker, Charlotte, N. C.; 
Eugene F. Wright, Valley Stream, 
L. I., N. Y.; Lee E. Davis, Dallas, 
Texas. 


INSURANCE TO SAFE- 
GUARD EARNINGS 


(Continued from page 10) 


surable values, owing to capital items 
which have been charged to expense 
or miscellaneous losses which are not 
properly chargeable to production 
costs. Under-insurance is the real 
danger in using the foregoing method. 

Gross Earnings—These constitute 
a more complete set of values yet the 
use of this basis results in over-insur- 
ance. The gross earnings are needed 
to take care of a variety of expenses, 
and when the business is interrupted 
by a casualty, some of the expenses 
are discontinued and there is no oc- 
casion to insure their value. It may 
also be necessary to eliminate mis- 
cellaneous income which is not trace- 
able to production or regular business 
of the insured. 


Adjusted Gross Earnings—Prob- 
ably this method produces the safest 
amount for the average insured, but 
it also results in inflation of values in 
many instances, because the adjust- 
ment is limited to arbitrary percent- 
age or certain items only. 

Adjusted Expenses—It is possible 
to arrive at more accurate values by 
using the various insurable expense 
items adjusted to meet individual risk 
requirements and adding business 
profit. A “Miscellaneous” item 
should be provided to take care of 
any expenses not otherwise listed. In 
cither case there must be careful con- 
sideration of loss experience under 
varying conditions. 

(In our December issue Mr. Betterley 
will present the second and final install- 
ment of “Insurance to Safeguard Earn- 
ings.”’) 

















JouRNAL oF AMERICAN INSURANCE 


Loss Adjustments Today 
and Tomorrow 


Excerpts from an Address 
BY PRENTISS B. REED 


Delivered before the annual meeting of the Na- 


tional Association o 
New York 


N the forepart of Mr. Reed’s ad- 
dress he recited interesting de- 
tails of his experience with a loss 

incident to the tidal wave aftermath 
of the great New England hurricane. 
Speaking of a famous law suit which 
resulted he said: 


It was brought against the Factory 
Insurance Association by the Lily 
Tulip Cup Company because of seri- 
ous damage to a large stock of paper 
drinking cups and other containers 
which at the time of the hurricane 
were packaged in cartons and stored 
in the warehouse section of the plant 
on the shores of Flushing Bay, a 
body of water that is part of Long 
Island. The hurricane passed over the 
plant between two and four o'clock 
in the afternoon, but the high winds 
did no damage. 


At about half past eight that eve- 
ning however, the tidal wave that fol- 
lowed the hurricane reached Flush- 
ing Bay and caused the water to rise 
about twelve feet above normal high- 
water level. Overflowing there it 
flooded the warehouse section of the 
plant to an average depth of some 
45 inches, doing severe damage to the 
stock. The cartons were in stacks 
with aisles between. Many stacks 
were more than twelve tiers high. The 
water softened the cartons of the 
lower tiers and many of these crum- 
pled, tumbling the upper tiers into the 
water. 


The plant was covered by the Fac- 
tory Insurance Association against 
fire and a number of other hazards 
including windstorm under Supple- 
mental Contract No. 3. The insured 
reported the loss. The New York 
representative of the association 
looked over the situation and could 
see no liability because the windstorm 
provision in the supplemental con- 
tract contained an exclusion clause 
reading : 

“This Company siall not be liable 
for loss or damage caused di- 
rectly or indirectly by cloudburst, tidal 
wave, highwater or overflow whether 
driven oy Wa OF 200;.. 


The insured, on the other iat as- 
serted that there was liability and 
several weeks afterwards I was em- 
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Agents, 


ployed by the association to make an 
independent investigation and report. 


I went through the plant. The 
water-soaked cartons had been carted 
to the dump, the aisles cleared and 
many of the dry cartons restacked. 
There was nowhere any evidence of 
wind force. The roof and walls of 
the plant were intact. But on the 
inside surfaces of the walls, on the 
steel columns, and on some tiers of 
cartons which had not been restacked 
there were telltale water marks show- 
ing the depth of the water. These I 
spotted and recorded in my notebook 
and afterwards had photographed 
with a six foot rule in the picture 
so that the height of the mark above 
the floor would be shown. Because 
of the clear language in the exclusion 
clause, I could see no liability and so 
reported. 

The insured filed proof of loss for 
$316,249.65 and attorneys were re- 
tained to resist the claim. 


I was associated with the attorneys 
through all that followed. 


There was a long examination un- 
der oath in which the insured’s offi- 
cers and employees were searchingly 
questioned to bring out in clear de- 
tail just what happened at the plant. 
Afterwards the attorneys and I stud- 
ied meteorology as a science, and the 
New England Hurricane as a phe- 
nomenon until we could have quali- 
fied for a university degree. 


At last we met the other side in the 
courthouse. The long trial resulted 
in a verdict in our favor and needless 
to say, I felt highly satisfied with the 
outcome of the case. Later both the 
Appellate Division and the Court of 
Appeals of New York reviewed the 
case, but both affirmed it. * * * 


e @ @ 
F ipiner the beginning of 1940, 


problems of reconstruction or 
repair became increasingly difficult 
from month to month, because of 
shortages in material and labor. As 
a result, adjustments were more diffi- 


cult. Estimates were more and more 
untrustworthy. There were also 


difficulties resulting from the short- 
age of clerical help. 
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Uncertainties as to the future be- 
came steadily greater. Forecasts of 
sales were hard to make. 

And to add to the difficulties, the 
Federal Government decreed priori- 
ties, allocations and quotas for mate- 
rials and even forbade the repair or 
rebuilding of certain types of struc- 
tures in case of fire. 

Losses fall into four general cate- 
gories, (1) buildings, (2) personal 
property in use, (3) merchandise, 
and (4) rights or benefits of use or 
possession. Let us see how the con- 
ditions that became acute during our 
yesterday affected adjustments in 
these various categories. I say noth- 
ing about automobiles as I handle 
no automobile losses. 

In a loss I adjusted last year the 
owner could not get any local builder 
to make an estimate of the cost of 
rebuilding a large structure which 
housed boat building operations. The 
builders said they could not buy cor- 
rugated metal siding and many im- 
portant timbers and therefore did not 
care to present figures which would 
be meaningless. 

In another loss, the owner had the 
damaged roof re-designed three times 
in an effort to eliminate critical ma- 
terials. The authorities delayed him 
several months before granting him 
the priorities necessary to start re- 
pairs. 

Yet in spite of these troubles I 
worked out all but one of my build- 
ing losses on some fair basis, as our 
people are resourceful and generally 
solve their building problems. The 
insurance companies have done their 
part by not taking arbitrary positions. 

In these uncertain times I cannot 
tell you any hard and fast way of 
handling the problem of a building 
loss. I, have refused to sit down at 
the beginning of any large building 
adjustment and lay out general prin- 
ciples of settlement. I have insisted 
that I will not try to cross bridges 
until I come to them. 

On Machinery, equipment and fix- 
tures losses the situation has been the 
same. There are many equipment 
items, notably typewriters, which are 
no longer being made. The art of 


repair is flourishing again. Damaged 
machinery, which formerly would 


have been scrapped is often rehabili- 
tated in most amazing fashion and 
put back in service. Machines made 
for one purpose are rebuilt and put 
to doing other work. Costs of all 
repair work are abnormally high. 
Losses on merchandise work quite 
differently from the way they did a 
few years ago, when there was an 
abundance of goods and a scarcity of 
money. Formerly most claimants 
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asked to be paid the value of the 
damaged goods and have the salvage 
sold. Now, claimants are making 
fair settlements and are hanging on 
to and reconditioning their merchan- 
dise so that they will have something 
to sell. * * * 


After our yesterday began there 
were some kinds of merchandise that, 
if destroyed, could not be replaced, 
or could only be replaced by buying 
from a competitor. Italian Vermouth 
and French cheese are examples. How 
should such merchandise be valued in 
a claim if destroyed? I believe that 
it should be valued at the amount the 
owner would have realized had he 
sold it. 


Some adjusters and underwriters 
believe otherwise, and think it should 
be valued at what the owner paid for 
it. I believe as | do because an own- 
er is entitled to market value in case 
of loss. Ordinarily there is a market 
in which he buys, and prices in that 
market fix his value. But if he can 
no longer buy, but still can sell, the 
only market is that created by his 
own sales, and his prices therefore 
fix market value. Fortunately, I have 
not had to handle any losses on irre- 
placeable stocks. So far I have had 
no trouble with ceiling prices. I be- 
lieve that the owner of goods on 
which there is a ceiling price cannot 
collect more than ceiling in case of 
loss. * * * 


| jee and occupancy losses are in 
many respects like rent losses. 
The adjusting factors are referred 
to in simple language as how much 
for how long. In the past two years 
many use and occupancy losses have 
tended to tie up because after the 
fire neither owner nor adjuster could 
determine whether it would take ten 
days or two months or perhaps a 
longer period to get the business back 
into operation. All that the owner 
could do was to explore possibilities 
of repair and rehabilitation and do 
the best he could. The companies, 
therefore, more and more came to 
follow the actual fortunes of the in- 
sured in his efforts to rebuild. Fore- 
cast of business volume, cost of pro- 
duction and net results of operations 
were more and more difficult to make, 
because of uncertainties. Lately, in 
adjusting use and occupancy losses 
on war plants there has been occa- 
sionally encountered the prospect of 
the re-negotiation of a government 
contract with a consequent change in 
the value of future business. 


The insurance companies have now, 
quite properly, authorized the use of 
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two endorsements for time element 
risks, a restricted endorsement which 
disclaims liability for any added time 
necessary to repair because of govern- 
ment orders or regulations, and a lib- 
eralizing endorsement assuming for 
an additional premium this. added 
time. I strongly urge that, as far as 
possible, you prevail upon every pol- 
icyholder to pay the higher premium 
and get the better protection. * * * 


As I look around me today I see 
a slowing down of the rapid pace at 
which we have been going. We have 
produced so many ships, tanks, planes, 
guns, cars, small-arms, and muni- 
tions that it will be some time before 
they can all be brought into service 
against our enemies. For that rea- 
son there have already been cancella- 
tions of orders for a large number of 
tanks and for a large quantity of 
TNT. It is my belief that from now 
on many more orders will be can- 
celed, and that before long there will 
be a noticeable reduction in the vol- 
ume of war wages. Chain store sales 
have recently begun to run behind 
last year’s. Between October 1940 
and the summer of the present year, 
i did not encounter one use and oc- 
cupancy loss in which the books did 
not show a great increase in sales and 
consequently a great increase in in- 
surable income. Since the beginning 
of the present summer, however, I 
have had a large bowling alley loss 
in which I found receipts to be run- 
ning materially behind last year and 
also a low-price variety store in Can- 
ada where not only are sales running 
behind but where the business has 
been recently failing to earn its fixed 
charges. 


As I see our job tomorrow, it will 
be to get ourselves and our business 
through the readjustments that must 
come about when the war ends and 
America turns its attention to civilian 
affairs. I feel quite uncertain about 
how those adjustments will work out. 


I do feel that the war in Europe 
will not go on much longer. Destruc- 
tion there is proceeding at such a rate 
that even we, the victors, are aghast. 
And I feel that the Japanese are al- 
ready beginning to crack under the 
1elentless pressure of MacArthur’s 
strategy. 


From the beginning of the war un- 
til now our losses have somewhat fol- 
lowed the pattern of the First World 
War period, except that we have ap- 
parently escaped sabotage. But as I 
look ahead I am puzzled about the 
tomorrow of our loss record. We 
can predict the results of physical 
hazard but not of moral hazard. * * * 


Will we see such days again after 
we have been demobilized? I shall 
not attempt to answer that question. 
I do not know what we shall see. 


I do think, however, that following 
the ending of the war all of us will 
have such reorganizing to do. For 
we shall then be able to find help to 
fill the places now vacant in our 
offices and raise some of the stand- 
ards which the pressure of the pres- 
ent has lowered. 


In the tomorrow that is ahead of 
us, it will be up to you to develop 
new sources of premium and up to 
me and my successors to develop new 
skills and handle new kinds of losses. 


In conclusion, let me say that pol- 
icyholders and insurance companies 
are both in the grip of the times. To 
date they have cooperated in the so- 
lution of their common difficulties. I 
have no doubt that at the end of the 
present confused period they will 
continue their business relations with 
added confidence because they saw it 
through together. 





U. AND O. DELUXE 
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ets have in mind when calling in a 
company man to advise on adequate 
coverage. Evidently the up-to-date 
buyers don’t want excuses which con- 
tend that certain things can’t be done. 
They want cooperation in working 
out means to afford protection as 
complete as may be feasible. 


No doubt, some, perhaps many, of 
our readers will rise up to answer and 
possibly refute a number of the state- 
ments which Mr. Betterley makes. 
Academically it will be good fun to 
view from the sidelines, and practi- 
cally we think something develop- 
mental will come out of this. 


We will be accused, of course, of 
putting in a plug for the mutuals, so 
we might as well submit that this 
type of carrier has been more ready 
than other groups to explore the pos- 
sibilities of new coverages and new 
limits of traditional insurance needs. 
It may be said certainly that the mu- 
tuals have often been the first to ac- 
cede to requests from insurance buy- 
ers to give protection in cases where 
some old orthodox procedure had 
long refused to move over to let in 
a new idea. 

It seems to us that articles of this 
kind are valuable to keep the insur- 
ance industry on its toes, and the re- 
action in this case should be very in- 
teresting. As an example of sound 


common sense we recommend that 
Mr. Betterley’s closing paragraph be 
framed and hung on the wall. 
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THE BAILEY-VAN NUYS BILL 


(Continued from page 5) 


placing the insurance companies above and 
beyond the power of the law. Its passage 
would generally absolve the insurance com- 
panies from any effective governmental 
control whatsoever.” 

It was charged by Mr. Biddle that 
the capital stock fire insurance com- 
panies have consistently opposed the 
passage of bills looking toward 
proper state regulation in a number 
of instances and cited predictions 
made by counsel for the National 
3oard of Fire Underwriters during 
the time that such a bill was up in 
Illinois, ‘that industrial activities 
would be thrown into chaos as an 
inevitable consequence of State-made 
rates.” The Attorney General con- 
unued : 

“This dire prediction should be of in- 
terest to this committee in view of similar 
fears expressed by the National Board re- 
garding the application of the Federal anti- 
trust laws. Defendants in antitrust cases 
have often raised this cry but experience 
has proved it unjustified. If we are to take 
the National Board at its word, chaos will 
result if the States regulate; chaos will re- 
sult if the antitrust laws apply; and chaos 
will certainly result if the Federal Govern- 
ment attempts to regulate. It would seem 
that chaos is inevitable in this business. 
Of course, I cannot believe that the insur- 
ance companies expect these contentions to 
be taken seriously.” 

Mr. Biddle was closely questioned 
by several members of the Commit- 
tee and others and this interrogation 
developed some sharp exchanges of 
cpinion. 
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HAIRMAN Hatton Sumners of 

the House Judiciary Committee 
wanted to know whether there had 
been an expansion of the effect of 
the antitrust law by the courts, and 
if this had stretched the law far be- 
yond what was originally intended. 
In answer Mr. Biddle was quick to 
say that he would be opposed to mak- 
ing the application of the law go 
back to economic conditions of a cen- 
tury ago. 

His other replies included the 
statement that there is actually very 
little regulation, that company repre- 
sentatives often sat around a table to 
establish rates and apply sanctions 
upon each other, that he had had suf- 
ficient complaint to lead him to be- 
lieve the public is much dissatisfied, 
that the mutuals also may charge ex- 
cessive rates, that he was not advo- 
cating Federal regulation but neither 
did he advocate forbidding the Con- 
gress to enact insurance legislation. 

He stated that he hoped Congress 
would refrain from legislating on the 
subject until there was a decision in 
the Supreme Court on the South- 
Eastern Underwriters Association 
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case. He indicated he thought this 
would be “the sporting thing.” 

It was the idea of Congressman 
Walter that it would be just as sport- 
ing for the Department of Justice to 
allow Congress time to formulate its 
policy before the Supreme Court 
passed on the Paul v. Virginia ques- 
tion. 

At the instance of Congressman 
Hancock of New York, E. L. Wil- 
liams, president of the Insurance Ex- 
ecutives Association, was given op- 
portunity to answer the charge that 
this stock company group had as- 
sembled a slush fund of $700,000. 
Mr. Williams took the floor and de- 
livered a heated denial of the slush 
fund charges. He expressed resent- 
ment at the references which had 
been made to him as an experienced 
lobbyist, and as to the $700,000, he 
declared : 

“So far as Drew Pearson is concerned, 
I don’t think I can add anything to what 


the President of the United States has al- 
ready said, that he is a liar.” 


Mr. Williams accused Mr. Biddle 
of not being informed on insurance. 
In reference to propaganda he said 
that the only material that various 
stock companies had sent out was a 
four page folder sponsored by the 
National Board and that this was 
done to give information to the 
agents. The latter he said were to 
decide as to what they should do 
about supporting the bill, and that the 
whole program of his association had 
nothing to do with exerting pressure 
on Congress. 
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HERE was a humorous moment 

which grew out of a reference to 
Mr. Biddle’s remark that an Atlanta, 
Georgia, hotel man had complained 
of stock company agents boycotting 
him because he insured in mutuals. 

Senator Hancock said this was only 
a harmless exchange of reciprocity, 
“the natural thing to do.” 

Mr. Biddle replied, “The cases call 
it boycott.” 

Speaking to clarify the question of 
how rating bureaus would be effected, 
Congressman Hancock asked for 
more data on this subject. 

Mr. Biddle replied that this would 
“depend upon the statutes—the rat- 
ing bureau statutes are all different. 
If it permitted the rating bureaus to 
permit the companies to fix their 
rates and provided that the compan- 
ies would have to stick to those rates 
in interstate commerce, I don’t think 
the states could do that, but I don’t 
think the states have tried to do it.” 

The Attorney General intimated 
iurther that the type of state regula- 
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tion that exists, or has grown up 
through the present system, is faulty 
in many respects and the only praise 
he had for a state setup was directed 
toward the Texas system. 

It was inquired by Senator Fergu- 
son whether it was within the juris- 
dicton of the Attorney General to 
judge the efficiency of state regula- 
tory acts—the reply being that refer- 
ence had only been made to the “in- 
adequacy” of such laws but that the 
major criticism was that many states 
had no rating statutes at all. It was 
denied that Federal regulation was 
being advocated by the Department 
of Justice but the suggestion was 
thrown out that Congress might do 
well to conduct a complete and 
searching investigation of insurance 
companies, rate regulation statutes 
and the variation in rates comparing 
one state with another. 

Congressman Sumners_ observed 
that “If we follow the policy of hav- 
ing the government take over when- 
ever there is a failure on the part of 
the states, there would be very little 
left for the states to do; but if the 
states would prowl around here in 
Washingon and see how we operate 
I think they could pick up a good 
deal of business too.” 

At a subsequent session of the 
Subcommittee Roy McKittrick, At- 
torney General of the State of Mis- 
souril, appeared in opposition to the 
bill. He contended that the fire in- 
surance business as it is now con- 
ducted is so complicated that no state 
can hope to control it without expert 
assistance, which he declared was not 
always available because state depart- 
ments did not have adequate appro- 
priations for hiring topnotch actu- 
aries and other personnel and also be- 
cause State Commissioners changed 
at such short intervals. He paid his 
respects to the Dean Analytical Sys- 
tem which he said is a copyrighted 
procedure and now owned by the in- 
surance companies. 

He reviewed at some length the 
history of the Missouri litigation 
over rates and exhibited evidence that 
the companies do not want even state 
regulation unless it is precisely to 
their own liking. He charged that 
stock fire insurance companies set up 
rules that are beneficial to their own 
groups and detrimental to others that 
deviate from rigid rate procedures, 
even though state laws permit such 
deviation. It was his contention that 
all this was done to centralize the at- 
tempt to stifle competition and that 
in general it was impossible for the 
states to do anything about it and 
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especially is this true of insurance 
which has interstate aspects. 

He announced that he expected to 
file a mandamus suit against the Mis- 
souri Superintendent of Insurance 
seeking to compel him to go ahead 
with the distribution of court im- 
pounded premiums which he believed 
were now due the policyholders in- 
terested. 
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te INGRESSMAN Hancock com- 
mented at some length in reply 
to Mr. McKittrick. Among the 
points he made were that: 


“The adequacy or inadequacy of state 
regulation does not, to our mind, have any 
real bearing upon the bills in question. We 
believe that the power of the states to reg- 
ulate is ample, and that whether or not 
they have exercised that power to the full- 
est extent, or as the Attorney General feels 
that they should exercise it, is not a mate- 
rial factor to be considered by Congress. 
We do not believe that in exercising the 
power of regulation, whether or not in- 
herent in the States or given to them by the 
suffrance of Congress, the States are bound 
to exercise that power to conform to the 
views of the Attorney General as to ade- 
quacy of regulation. Or certainly, if one 
or more states do not adequately regulate, 
that fact is no ground for denying the right 
of regulation to states which do adequately 
regulate.” 

Subsequently, Congressman Han- 
cock had made the interesting state- 
ment that: 


“We do not concur in the view of the 
Attorney General that the bills are di- 
rected to ousting the Supreme Court from 
jurisdiction to hear a pending appeal, nor 
do we see any ground in the language of 
the bills warranting any such conclusion. 
Clearly, the expressed intention is simply to 
make certain that state regulation of in- 
surance is not nullified through the appli- 
cation of the Sherman and Clayton Acts, 
which we believe were not intended by 
Congress to be applicable to insurance. The 
bills, if enacted, clearly refer to future 
transactions and, therefore, will not prevent 
the further prosecution for any alleged acts 
heretofore charged. The bills, if enacted, 
will not preclude a determination of con- 
stitutional power by the Supreme Court; 
but they are designed to make clear the de- 
sire of Congress that the regulation of in- 
surance by the states continue with the 
states, even though the Supreme Court may 
hereafter reverse prior decisions and hold 
that Congress itself has the power to regu- 
late insurance as commerce.” 

3efore this statement was made it 
had generally been conceded by legal 
authorities that if Senate 1362 were 
passed, and subsequently Paul v. Vir- 
ginia was reversed by the Supreme 
Court, then the Atlanta case would 
not be tried since the question would 
become moot. The Hancock com- 
ment, however, probably would serve 
to make possible an interpretation of 
the bill as passed pointing to the in- 
tent of Congress not to interfere with 
sending the South-Eastern Under- 
writers Association litigation back to 
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the lower Federal Court for active 
trial. This point undoubtedly intro- 
duced another serious item of com- 
plexity into the whole affair. If the 
bill is merely intended as an amend- 
ment to the antitrust laws, excluding 
insurance from these laws for the 
future, the legislation will completely 
fail of its original purposes as enu- 
merated by Senator Bailey 

Assistant Attorney General Wen- 
dell Berge took issue with Congress- 
man Hancock on several of the points 
he brought up. He said that irre- 
spective of whether the bill under 
consideration was passed and insur- 
ance declared not subject to the Sher- 
man and Clayton Acts, there un- 
doubtedly would be a decision in the 
present term of the United States Su- 
preme Court in the Polish National 
Alliance case which is another action 
that involves the question of whether 
the business of insurance is within 
the jurisdiction of Federal regulatory 
power under the Commerce Clause. 


Commenting on the Polish Nation- 


al Alliance litigation, he said that : 


“It presents the question whether a fra- 
ternal benefit association carrying on its 
business by interstate communications is 
engaged in interstate commerce. The Cir- 
cuit Court of Appeals for the 7th District 
has held that such an association is en- 
gaged in the business of insurance and that 
such business as carried on by interstate 
communication is commerce, and that it 
also affects interstate commerce. That case 
is, of course, not affected by the pending 
bill. The Supreme Court will hear the 
Polish National Alliance case just ahead of 
the South-Eastern Underwriters Associa- 
tion case, and basically the question of the 
application of the commerce power to the 
business of insurance is the same in both 
cases. 

“Of course it has been denied by the pro- 
ponents that the purpose of this bill is to 
avoid a Supreme Court decision of the 
question. And yet, as I have already 
pointed out, many of the qrguments in fa- 
vor of the bill are simply arguments that 
insurance is not commerce — a question 
which will certainly be decided in the 
Polish National Alliance case irrespective 
of whether the South-Eastern Underwriters 
Association case is heard. If the Supreme 
Court should hold that insurance is subject 
to regulation under the Federal commerce 
power, then the future extent to which 
that power shall be exercised is entirely a 
question for Congress to decide. My point 
is that many of the arguments in favor of 
the bill are being directed to a broad policy 
question which is really not before Con- 
gress now, since no general plan of regu- 
lation has now been proposed. And so far 
as the existence of Federal power to under- 
take broad regulation under the Commerce 
clause is concerned, I am confident that 
the question will be decided one way or 
another in the Polish National Alliance 
case. Therefore, I must emphasize that 
all of these arguments about constitutional 
power and about whether or not the in- 
surance business is commerce are futile in 
connection with the present bill, and are 
not directed to any question presently be- 
fore the Subcommittee.” 


HE Assistant Attorney General 

then went into the legal aspects 
of the bill on South-Eastern Under- 
writers case and referred to Con- 
gressman Hancock's statement spe- 
cifically as related to the continuance 
of the trial in Atlanta. He said: 


“Either the proposed legislation would 
repeal the antitrust laws as to the business 
of insurance or it would operate as a con- 
struction of these laws. If the effect of 
the proposed legislation would be to re- 
peal the antitrust laws insofar as insurance 
is concerned, then it is clear that the fire 
insurance companies would still be subject 
to criminal prosecution for their past ac- 
tions since Section 29 of Title I of the 
United States Code, provides: 

‘The repeal of any statute shall not 
have the effect to release or extinguish 
any penalty, forfeiture or liability in- 
curred under such statute, unless a re- 
pealing act shall so expressly provide, 
and such statute shall be treated as still 
remaining in force for the purpose of 
sustaining any proper action or prose- 
cution for the enforcement of such pen- 
alty, forfeiture, or liability.’ 


“If the bills’ sponsors intended that it 
should repeal the antitrust law insofar as 
insurance is concerned (as implied by Rep- 
resentative Hancock in his statement which 
I have just quoted), then it is, in effect, a 
declaration by Congress that the insurance 
business has always been subject to the 
Act. It is further, a clear manifestation 
of the desire of Congress to favor espe- 
cially the insurance companies by placing 
them outside of the purview of the Sher- 
man Act to which they have been subject. 

3ut other statements by Representative 
Hancock and other sponsors of this legisla- 
tion lead to the belief that Congress does 
not intend this legislation to be construed 
as a repeal of any part of the Sherman 
Act but merely as a construction of it. It 
has been said by the proponents that ‘Con- 
gress did not intend the Act to apply to 
insurance’ and that ‘insurance is not and 
has not been subject to the Act.’ If this 
view of the proposed bills be accepted, then 
the government’s prosecution of the insur- 
ance companies in the South-Eastern Un- 
derwriters Association case could not con- 
tinue because Congress would have declared 
that the Act never did apply to insurance. 
Thus the so-called ‘saving’ statute to which 
I have referred would presumably not 
apply. 

“To summarize, these bills either (1) re- 
peal the antitrust laws as to insurance or 
(2) constitute the antitrust laws as never 
having applied to insurance. They cannot 
do both, for these positions are utterly in- 
consistent. If they repeal the antitrust 
laws, the pending criminal action will con- 
tinue under the authority of Section 29 of 
Title I of the United States Code. If, on 
the other hand, they merely construe the 
antitrust laws as never having embraced 
insurance, it is difficult to follow Repre- 
sentative Hancock’s assertion that they 
would have no effect upon the continuation 
of the pending action.” 

2 * - 


ENATOR O’Mahoney was very 
definite in his criticism saying 
that the “effect of this bill would be 
to knock the very bottom out of the 
antitrust laws.” He further indi- 
cated that he and other members of 


(Continued on page 24) 
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| The Beveridge Report and Workmen’s Compensation 


BY RALPH H. BLANCHARD* 





Sm 


HE fundamental principle of 

the Beveridge Plan is uniform- 

ity within broad classes of bene- 
ficiaries—uniformity of benefits, con- 
tributions, administration, and secur- 
ity. Had Sir William been designing 
a plan for a country without prior 
provision for social insurance, he 
would probably have followed that 
principle with only minor variations 
such as adjustments in money bene- 
fit to achieve uniformity in real bene- 
fit. 


But he departs from his formula 
when he makes recommendations for 
the compensation of disability or 
death caused by industrial accidents 
or disease. Here he suggests marked- 
ly higher benefits and contributions, 
although he recognizes the “. . . ano- 
maly of treating equal needs differ- 
ently and the administrative and legal 
difficulties of defining just what in- 
juries were to be treated as arising 
out of and in the course of employ- 
ment” and says that “A complete so- 
lution is to be found only in a com- 
pletely unified scheme for disability 
without demarcation by the cause of 
disability.” 


Sir William notes, as a ground for 
its continuance, the fact that work- 
men’s compensation related to wages 
has been established for over 40 
years and advances three arguments 
“on merits”. 


“First, many industries vital to the 
community are also specially danger- 
ous”. He believes that prolonged or 
permanent disablement or death 
caused by employment in those indus- 
tries should be compensated on the 
basis of earnings rather than by pay- 
ment of the subsistence minimum 
generally provided in the Plan. It is 
implied that wages in such industries 
are related to hazard. But he bows to 
expediency by approving the payment 
of workmen’s compensation benefits 
based on wages in all industries and 
occupations regardless of hazard. 
“Second, a man disabled during the 
course of his employment has been 
disabled while working under or- 
ders.” “Third, only if special provi- 
sion is made . . . would it appear pos- 
sible . . . to limit the employer’s lia- 
bility at Common Law.” The second 

*An address by Ralph H. Blanchard, School 
of Business, Columbia University, before the In- 
ternational Association of Industrial Accident 


Boards and Commissions, Harrisburg, Pennsyl- 
vania, October 26, 1943. 


argument on the merits is not elabo- 
rated, and it is difficult to accord it 
any weight. The third is an appeal 
to expediency. 

“On balance,” says Beveridge, 
“the reasons for distinguishing be- 
tween accident and industrial disease 
in any employment and other causes 
of injury, at least where death oc- 
curs or disability is prolonged, out- 
weigh the reasons on the other side 
in favor of complete uniformity.” I 
suggest that Sir William, confronted 
by the fact of special provision for 
workmen’s compensation and its pre- 
cursor, the common law of employ- 
ers’ liability, realized that, as a mat- 
ter of practical politics, further spe- 
cial provision would be necessary to 
make his Plan acceptable. And he is 
much more of a realist than many 
think. 

A critical analysis of the present 
workmen’s compensation system in 
Great Britain revealed the following 
nine “disadvantages” 


1. “The present system rests in the 
last resort upon the threat or practice of 
litigation .. .” In Great Britain admin- 
istration is in the hands of employers 
and insurers, with appeal to arbitrators 
and tlie courts. 

2. “No machinery is provided for as- 
sisting the employee in presenting his 
claim Ag 

3. “No complete security is afforded 
for the payment of compensation.” Ex- 
cept in the mining industry, insurance is 
not compulsory, nor are self-insurers 
subject to financial requirements. 

4. “The system fails to secure main- 
tenance of necessary income.” The right 
to settle a claim by payment of a lump 
sum without requirement of administra- 
tive approval is “extensively exercised”. 

5. “Demarcation disputes are inevit- 
able, if compensation for disabilities has 
to be provided from different funds by 
different authorities .. .” 

6. “There are differences of princi- 
ple in defining dependents . . . from that 
adopted for unemployment insurance or 
for contributory pensions.” 

7. “The costs of administration are 
higher than they need be or than 
they are in compulsory social insurance.” 
By “costs” Sir William means the ex- 
penses of insurance carriers which, he 
reports, vary from 7 per cent for some 
of the mutual indemnity associations in 
coal mining to 45 per cent for companies 
in the Accident Offices Association, the 
latter equivalent to our Bureau stock 
companies. 

8. “The inclusion of industrial dis- 
eases . . . makes the fixing of liability 
on individual employers particularly in- 
appropriate” because of the difficulty of 
determining which employment caused 


the disease, the danger of discharge of 
an employee showing symptoms of in- 
dustrial disease, and the problem of the 
employee changing or seeking to change 
employment between attacks of a re- 
current disease. 

9. “. .. the present system... has 
contributed little or nothing to... res- 
toration of the injured employee to the 
greatest possible degree of production 
and earning as soon as possible.” With 
minor exceptions, the only medical serv- 
ice available, it is stated, is that provided 
by National Health Insurance. 


F these reported defects, five 
O (the first four and the ninth) 
could be remedied by improving the 
present system and are not to be 
found, at least to anything like the 
same degree, in the American field. 
Numbers 5, 6, and 8 might be cured 
in large part by the adoption of the 
all-over Beveridge Plan. There would 
be considerable argument over the 
seventh point. 


The benefits to be afforded by the 
Plan in the case of disability or death 
caused by industrial accident or dis- 
ease are the same as those due to other 
causes with the following variations: 

1. Two-thirds of wages, subject to a 
maximum of £3 per week and a mini- 
mum of the general disability benefit, 
are to be paid during that part of any 
period of total disability extending be- 
yond 13 weeks, or proportionately for 
partial disability. 

2. In the case of fatal injuries, an ad- 
ditional lump sum is to be paid to any 
person, “wholly or mainly dependent on 
the degeased workman”. 

It is proposed to meet the cost of 
compensation by distributing — it 
among employers, employees, and the 
State at the same rates for all indus- 
tries, except that two-thirds of the 
excess cost in hazardous industries is 
to be levied on the employers in those 
industries. Sir William justifies this 
levy, which is a departure from his 
theory that contributions should not 
vary with hazard, on the ground that 
it will promote safety measures in the 
hazardous industries. 

What are the implications of this 
proposal? In Great Britain it means 
liberalization and broadening of com- 
pensation benefits and placing re- 
sponsibility for their security and ad- 
ministration in the hands of the 
State. It would probably mean high- 
er costs even if the anticipated sav- 
ings in administrative costs were real- 
ized, would eliminate private insur- 
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ance of workmen’s compensation, 
and would do away with the admin- 
istrative functions of the employer 
and of the private insurance carrier. 

The closest approach to the Bever- 
idge Plan that we have in the United 
States is embodied in the Wagner 
sill ; in Canada, in the Marsh Report. 
The Wagner Bill reduces its benefits 
by the amount of any compensation 
benefits in effect, excluding from its 
benefits those who receive equal or 
greater cash compensation benefits ; 
it excludes entirely from its provi- 
sion for hospitalization and medical 
care anyone receiving or entitled to 
receive such benefits under work- 
men’s compensation. The Marsh Re- 
port recommends continuance of the 
provincial schemes of workmen’s 
compensation. 

If the Beveridge Plan were to be 
adopted in toto as a national plan by 
the United States or Canada, its prin- 
cipal effects upon workmen’s com- 
pensation would be realignment of 
henefits, with emphasis on long-con- 
tinued disability, substitution of na- 
tional for state or provincial admin- 
istration, substitution of national re- 
sponsibility for private insurance and 
state or provincial funds, and merg- 
ing of services and benefits for short- 
er temporary disability and medical 
care in the general scheme. 


But such adoption is in the highest 
degree improbable. Wagner and 
Marsh, with the Beveridge Plan be- 
fore them, have _ recommended 
which, to the extent that 
they propose to provide compensa- 
tion for industrial injuries, do so by 
supplementing present provision. 
They, too, seem to be aware of the 
deeply rooted workmen’s-compensa- 
tion system and, whatever their lean- 
ings toward uniformity, hesitate to 
revise it. They do not even go to the 
lengths suggested by Beveridge who, 
in considerable measure, integrates 
compensation for industrial injuries 
with his general scheme. And one 
notes throughout the American plans 
the dominance of the compensation 
theory of adjusting benefits to wages. 


schemes 


[ hesitate to prophecy what ulti- 
mate effect Sir William’s report will 
have on legislation in the United 
States or Canada ; I believe that it will 
he in the nature of broadening and 
intensifying interest in social insur- 
ance rather than in inducing copying 
of his model. In the specific field 
of workmen’s compensation, I look 
for little immediate effect, largely be- 
cause we have already advanced so 
much further than Great Britain in 
liberality of benefits, specialized ad- 
ministration, and requirement of se- 
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curity. Perhaps the principal oppor- 
tunities for development are in the 
extension of compensation benefits to 
classes of employees not now covered 
and in the improvement of rehabili- 
tation practice. 





THE BAILEY-VAN NUYS BILL 


(Continued from page 22) 

Congress do not believe that that 
body should interfere in a court case 
which probably will be shortly up for 
decision. He wanted to make it plain 
that he is for states rights but does 
not want to see a regional govern- 
ment of its own set up by any indus- 
try as he thought insurance might do 
if Senate 1362 passes. 

A. V. Gruhn, General Manager of 
the American Mutual Alliance, stated 
that the mutual companies always 
have favored state regulation, and de- 
sire now to strengthen it. But he did 
not believe that Senate 1362 as now 
drawn, would do more than construe 
the Sherman Act and the Clayton 
Act in an inadequate way which 
would be no solution for the problem 
at hand. He maintained that if Paul 
v. Virginia should be reversed, thus 
declaring insurance to be commerce, 
there are now existing powers of the 
lederal Trade Commission and other 
authorities, that could reach into 
fields of insurance more properly reg- 
ulated by state laws. 


Chairman Van Nuys and others 
thought this suggestion was some- 
thing to be carefully considered when 
the bill is brought up for final discus- 
sion in the Committee, and Mr. 
Gruhn was asked to put a formal 
statement into the record. 


\nd there the bill rests as of this 
moment (November 8, 1943). So 
far the proceedings have been incon- 
clusive and the amount of contro- 
versy developed in the Committee 
forecasts a major debate on the floor 
of the House and Senate if the mea- 
sure should get that far. 


The effort to put the bill through 
quickly has aroused some stubborn 
opposition and there is difference of 
Opinion even among commissioners. 
The life insurance group has not come 
forward with more than an an- 
nouncement of a Committee being 
appointed to study the effects of the 
bill. Rumor has it that some of the 
state executives desire to take the 
matter up again at their coming meet- 
ing in New York. Journalistically 
considered, the bill is likely to produce 
interesting copy for several months 
to come. 





ENGINEERS DISCUSS WAR- 
TIME FIRE PREVENTION 


(Continued from page 15) 
International Association of Electri- 
cal Inspectors discussed ‘Electrical 
Developments of Interest to Insur- 
ance Engineers.” Mr. Tousley de- 
scribed the development and impor- 
tance of the National Electrical Code 
znd showed how it is being adapted 
to rapidly changing conditions during 
the war period. 


G EK. SEIDER 
@ Mutual Fire 
pany discussed the 
“Bowling Alleys.” There has been 
a great increase in the number of 
bowling alleys installed during the 
past three or four years. Even though 
some mutual fire insurance companies 
do not accept bowling alleys them- 
selves as satisfactory risks, they can- 
not very well avoid the hazards of 
howling alleys because they are in- 
stalled in multiple occupancy build- 
ings which are mutually insured. 
Wartime difficulty in securing new 
bowling pins has resulted in an in- 
creased number of alleys that refinish 
their own pins. The refinishing op- 
eration includes shaving and lacquer- 
ing, both of which introduce much in- 
creased hazard into the risk. Diffi- 
culties in securing pin boys have re- 
sulted in a cheap class of help being 
einployed in many cases. 


of the Badger 
Insurance Com- 
fire hazard of 


Open discussion of problems ex- 
perienced by attending members of 
the Association brought spirited dis- 
cussion of recent fire losses and of 
the fire hazard of metals, particularly 
that of magnesium. It was the sen- 
timent of those present that the mu- 
tual companies will be forced to 
spend considerable attention on the 
hazards of magnesium because it ap- 
parently will be used to greater and 
greater extent as supplies become 
more adequate for the demand. 

At the final session officers elected 
for the ensuing year were: president, 
W. Charles Ross of the Philadelphia 
Contributionship; Ist vice-president, 
Don John of the Mutual Insurance 
Agency, Louisville, Kentucky; 2nd 
vice-president, Charles Galloway, as- 
sistant vice-president of the United 
Mutual Fire Insurance Company of 
Boston; secretary-treasurer, R. D. 
MacDaniel, vice - president, Grain 


Dealers National Mutual Fire Insur- 
ance Company, Indianapolis, Indiana 
and technical secretary, W. H. Rodda, 
Engineer, American Mutual Alliance, 
Chicago, Illinois. 

















LUMBER MUTUALS) 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 





INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
Cwtc£ 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 














ANGER often wears an innocent look. That’s why Hard- 
D ware Mutuals policy back of the policy provides for the most 
painstaking thoroughness in detecting every possible source of 
industrial accident. 

Hardware Mutuals policy back of the policy has one broad pre- 
cept: To make the interests of policyholders our first consider- 
ation. In Workmen’s Compensation Insurance it embodies a plan 
of accident prevention engineered precisely to individual plant 
needs, and covering every conceivable plant hazard. Its tangible 
results are improved safety, reduced operating costs, and increased 
production. Claim settlements are prompt, sympathetic, direct 
to injured employes. 


ad 


HELP SHORTEN THE WAR 


» 
Keep fit- 


Pill 





Firmly rooted in sound, efficient management, the policy back of 
the policy assures the finest possible insurance at consistent low 
cost, whether Workmen’s Compensation, or Automobile, Fire 
and allied lines, Burglary, Plate Glass, General Liability, etc. 
Careful selection of risks has returned substantial savings to 
policyholders ever since Hardware Mutuals origin. These now 
total over $82,000,000.00. Experienced, full-time representatives 
give expert, personal service. 

Don’t miss the opportunities for increased savings and service 
inherent in the policy back of the policy. Our new book, INDUS- 
TRIAL SAFETY PROCEDURE, is a concise, valuable guide 
to improved plant safety measures. Send for a free copy today, 


FEDERATED ™ MUTUALS Hardware Mutuals 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 


Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnewta Stevens Point, Wis. * Owatonna, Minn. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


x Offices Coast to Coast 


Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 














